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Agricultural Chemicals Division

In 1947 the Company started a separate divisioa-for the manufacture and sale of agricultural chemi-
cals. ~THe Company produces the insecticides, benzine hexachloride and parathion, and the herbicide,
2,4-D. These agricultural chemicals are supplemented by other purchased products to produce a wide
variety of packaged formulations. Sales of these products are made to wholesalers as well as to large
\ manufacturing and merchandising organizations which distribute the Company’s products under various
knational brand names. -

/

The Company has recently completed a plant for the production of organic phosphate chemicals
such as parathion. The Company owns 50% of the stock of Chemagro Corporation which was recently
organized to use certain chemical processes in the field of organic phosphate chemicals which were

«

developed by Farbenfabriken Bayer, a German chemical organization. R
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Plasticizers Division

In 1950 the Company coustructed a plant for the production of various types of plasticizers, many
of which are esters of various alchohols and phthalic anhydride, which is produced by the Company. Such
plasticizers are used in compounding of vinyl type plastics.
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Protective Coatings Division

The Company uses pitch, from the distillation of coke oven tar, for the production of pipe line enamel
for use on oil and gas transmission lines and water mains. The Company’s present plant is capable of
producing 60,000 tons of pipe line enamel and 4,000,000 gallons of primer per year.
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Activated Carbon Division ' Sz=z.

During World War II the Company.developed a process for the production of activated carbon
from coal. This type of activated carbon was widely used by the armed services in gas mask canisters.
Since that time this product has been adapted to various commercial uses including solvent recovery,
water purification, and decolorization operations. The Company is the only major producer of activated
carbon from coal.
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Pig Iron Division

The Company owns and operates two blast furnaces—one located on Neville Island having a capacity
in excess of 300,000 net tons of pig iron per year and the other located at Struthers, Ohio. having a
capacity of 170,000 net tons of pig iron per year.
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Of the production from the. Company's present Neville Island blast furnace, approximately 7,000
gross tons per month are sdld’ to Shenango-Penn Mold Company and the remainder is sold in the
Pittsburgh area to steel mills and foundries. A new blast furnace having a capacity of 300,000 net tons
of pig iron per year is under construction adjacent to and integrated with the present blast furnace on
Neville Island and is expected to be completed during the fall of 1952. Following completion of the
new blast furnace, Shenango-Penn Mold will have the right to take up to 16,000 gross tons of pig iron

: per month.

The Company also has five-year contracts to furnish 51,000 gross tons of pig iron per year, starting
after the completion of the new blast furnace, t0 three customers who have agreed to lennd the Company an
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structed in 1941, and enlarged in 1943; (8) Activated carbon plant, constructed in 1948; (9) Protective
coatings plant, constructed in 1948 and 1949; (10) General chemical pilot plaat, constructed in 1948;
(11) Phthalic anhydride plant, constructed in 1949, enlarged in 1950, operated by 2 subsidiary; (12) 24D
plant, constructed in 1948, enlarged in 1949; (13) Benzene hexachloride plant, constructed in 1950;
(14) Agricultural chemical formulation plant, constructed in 1948 and 1949; (15) Pla.sticizer‘ plant,
constructed in 1950; (16) Organic phosphate insecticide plant, constructed in 1951
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The Company also owns and operates a new chemical research laboratory which was constructed in
1951.

There are now under construction a substantially larger plasticizer plant, plants for the manufacture
of DDT (an insecticide), 2,4-D and 2,4,5-T (herbicides) and 2 plant for the manufacture of fine organic
chemicals. ,
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Coke Ovens
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The by-product coke plant consists of 105 ovens. Seventy of the ovens were constructed in 1929
and are of the Koppers-Becker type; the thirty-five ‘new ovens which were completed and placed in
operation in March, 1950 are of the Koppers-Becker under-jet combination oven type. Of these latter
thirty-five ovens, twenty were constructed by General Motors Corporation on property leased from the
Company. The original battery of seventy ovens has been partially relined and rebuilt in recent years,
but further relining or rebuilding may be necessary within the next five years. Thiry-five new ovens

are now under construction and will be producing coke in the Fall of 1952 and basic by-products by the
end of 1952.
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Blast Furnaces

The blast furnace located at Neville Island was relined and enlarged in 1942, partially relined in .
1946 and fully relined in 1950. Further economy in the blast furnace operation was accomplished in 1949
through construction of a plant for the briquetting of the flue dust and ore fines for more efficient use in the

Aerred to linvin hos

. furnace charge. The preseat Neville Island Furnace now has a capacity in excess of 300,000 net tons 3 ‘;:‘_J__'
per year. The original blast furnace was built in 1900 and has been remodeled from time to time. m33E
. A new blast furnace having 2 capacity of 300,000 net tons of pig iron per year is under construction 3 S5 =
adjacent to and integrated with the present Neville Island blast furnace and is expected to be completed % Z 2.2 z
in the Fall of 1952. 2—5; z:
The blast furnace located at Struthers, Ohio, was rehabilitated in 1949 and has a capacity of gg_—; : 2
approximately 170,000 net toos of pig iron per year. This furnace is leased to General Motors Corpora- 2 5% I
tion under a lease expiring in.1954: The original furnace was built in 1881 and was thereafter remodeled j’-_ R
from time to time. v w2 E8E
S 2% 2

Cement Plant -—3 5= :',.:.
The cement ”pla.nt was constructed in 1929 and consisted of two rotary type Alﬁs-C%lalmets kilns, _';.5'3' ;_:;

two wet mills and three dry mills. In 1948 the Company erected an additional kiln for drying wa.ste slag 2 ;3= s
from the blast furnace for use in the manufacture of Pozzolan cement. In 1949 the Company mstalled 323 .E =
an additional dry mill. The cement plant has a capacity of 1,500,000 barrels per year. The concrete & 223z
products plant was constructed in 1946 and is operated by Neville Concrete Pipe Company, 3 wholly- g :g : E
owned subsidiary. During the year 1951 this plant produced approximately 51,000 tons of concrete 3 5 oz
products, principally pipe and block. ' ?og ;S :n
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Item 29. Subsidiaries of Registrant.

Percentage
of voting -
securities
owned at

State of December 3f,

Name Incorporation 18t
Green Bag Cement Company, Inc. (1) (2) Pennsylvania 100%
Neville Concrete Pipe Company (1) . . Pennsylvania 100%
Neville Island Land Company (1) Pennsylvania 100%
Pittsburgh Agricultural Chemical Company (1) (2)emmsrreme Peansylvania 100%
Pittsburgh Chemical Sales Corporation (1) (2).—mm—coceee Pennsylvania 100%
Pittsburgh Ferromanganese Company (1) (2) Pennsylvania 100%
Pittsburgh and Ohio Valley Railway Company (1)eecccrcorrnnn Pennsylvania 100%
Pittsburgh-Zanesville Cacbon Company (1) (2) Pennsylvania 100%
Empire Chemical Campany (1) Penasylvania 100%

(1) The accounts of these companies are included in the consolidated financial statements of the
Company and its subsidiaries.

(2) Imactive.

Item 30. Fraachises and Concessions.
(Inapplicable.)

. Item 31. Bonus aand Profit-Sharing Plans for Management.

: The Company does not have in effect any regular bonus plan or system; for 3 number of years it

- has been the custom of the Campany, 2s a part of its regulsr method of remuneration, to pay to key

_salaried employees 2 bonus in such amounts as the Board of Directors may approve. Such payments
in the fiscal year ended December 31, 1951 to directors and officers aggregated $72,000. During the
year 31 employees other than directors and officers pasticipated in the bonus and total payments of
$69,000 were made to them. :

At 2 shareholders’ meeting held on August 26, 1936, the Board of Directors of the Company was
authorized to issue at the end of each year as additional compensation to such officers and employees
«of the Company as the Board of Directors shall sclect, shares of Common Stock of the Company, not in
excess of the number of shares determined by dividing 4% of the nct eamings (before depreciation, but
after all other charges) of the Company for such year by the value of one share of such stock at the
end of such year, as determined by the Board of Directors. No action has been taken under this
authorization. ' .

Item 32. Indemanification of Directors and Ofcers.

Article XIV of the Company’s By-Laws, as amended, provides as follows:

“Each officer, director or employee of the Company and any person serving at its request as
officer or director of another company in which it owns shares of capital stock or of which it is a
ereditor, shall be indemnified by the Compaay against all expenses (including costs and attorneys’
fees) which may reasonably be incurred or paid by him in connection with any action, .suit or pro-
ceeding to which he may be made a party by reason of his being or having been such officer, director
or employee, or by reason of any action or omission or alleged action or omission by him in such
capacity, and against any amount or amounts which may be paid by him (other than to the Company)
in reasonable settlement of any such action, suit or proceeding, when it is in the interest of the
Company that such settlement be made. In cases where such action, suit or proceeding shall
proceed to final adjudication, such indemnification shall not extend to matters as to which it shall
be adjudged that such officer, director or employee is lisble to the Company or its security holders
or such other corporation or its security holders by reason of negligence or misconduct in the
performance of the duties involved in the conduct of his office. The right of indemnification
herein provided for shall not be exclusive of other rights to which any officer, director or employee
may now or hereaiter be entitled, shall continue s to 3 person who has ceased to be such officer,

112



e C (G 0K

The tabulation set forth below indicates the total Common Stock equity and the equitf per share of
Common Stock (taking the Preferred Stock at its involuntary liquidating value of $100 per share), at
each of the dates stated:

Total ! Equity

Common Per Share

Stock of Common
Equity Stock*
December 31, 1946...... $ 9,310,000 $16.81
December 31, 1947 11,790,000 20.89
December 31, 1948 13,240,000 23.60
December 31, 1949 : 14,553,000 25.94
December 31, 1950 17,022,000 30.34
December 31, 1951 22,334,000 30.63
December 31, 1952 25,070,000 20.75

* Based on the number of shares of Common Stock of the Comp:m;: outstanding at end of each year.

The Company’s net sales, broken down between the principal types of business in which the
Company is engaged, for the five years ended December 31, 1952, are as follows:

Chemicals
Year Ended Coke and and Coke
December 31, Pig Iron : Cement “Miscellaneous - By-Products

1948.............. $10,245,000 $2,500,000 $3,166,000 $ 4,687,000
1949.............. 10,171,000 2,752,000 2,337,000 7,088,000
19%0............ . 16,671,000 3,183,000 5,183,000 10,975,000
1951.ceeeee.. 22,419,000 3,775,000 4,370,000 18,099,000
1952, - 17,219,000(1)(2) 3,245,000(1) 4,402,000(1)(3) 13,834,000(1)

(1) During the year 1932 production was suspended during the period from June 2 to Iuly 27, inclusive, due to a
strike of the United Steelworkers of America (CIO).
(2) Includes sales of pig iron from new Neville furnace which commenced operations in Dcccmbcr. 1952,

(3) Includes production fram 35 additional coke ovens beginning in October, 1952.

Expansion Program and Property Additions

The Company has substantially completed the expansion program whxch was started about two
years ago. The total cost of such expansion program was, as of February 28, 1953, estimated at
$19,400,000 of which all but $2,191,000 had then been expended.

A new blast furnace, having a capacity of approximately 300,000 net tons of pig iron per year
was put into production in December, 1952. In this connection, reference is made to information set
forth herein under the heading “Some Factors Affecting Earnings of the Company and Great Lakes”
under the caption “Summaries of Earnings”. Thirty-five additional by-product coke ovens have been
completed and were placed in full operation in October, 1952, A new steam boiler plant to provide for
the additional requirements of steam and electric power is expected to be placed in operation during the
spring of 1953.

The Company's new plasticizer facilities were put into production in December, 1952. Early in
1953 the Company completed the expansion of its plant for the production of 2,4-D (a selective weed
killer) and its facilities for the production of 2,4,5-T (also a selective weed killer) are expected to be
completed during April, 1953. The activated carbon plant is being expanded so as to increase production

' 7
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by an estimated 50%, such additicnal capacity being scheduled for completion in April, 1953. The
expansion of the cement plant is expected to be completed in March or April, 1953. The Company's
new plant for the production of dyestuffs and other fine chemicals is expected to be completed in the
spring of 1953. .

The Company’s expansion program included the construction of a plant for the production of DDT
and the construction of such a plant was started in 1952. However, due to industry over-production of
DDT and an unsatisfactory price structure, construction of the plant was stopped and the project
has, at least for the time being, been abandoned. The cost of the partially completed plant, less salvage
value, amounting to $314,000, was written off against current earnings in 1952.

The Company’s expansion program was interrupted and the completion of the new plants was
delayed for in excess of two months by a strike of the United Steelworkers of America (CIO) during the
summer of 1952. ‘

The Company has been granted Necessity Certificates by the National Security Resources Board

-with respect to the blast furnace, coke ovens and boiler plant additions. Under such Necessity Cer-
tificates the Company has the right to amortize over a five-year period for Federal income and excess
profits tax purposes 85% of the cost of the blast furnace (estimated at $8,200,000) and coke ovens

‘(estimated at $6,000,000) and 60% of the cost of the boiler plant (estimated at $1,700,000).

The following tabulation sets forth the property additions of the Company and its subsidiaries at
Neville Island during the five years ended December. 31, 1952: .

1948 1949 . 1950 1951 1952 Total %
Chemical plants $1,506,000 § 909000 $1778.000  $1,671,000 § 2207000 § 8071000  29.84%

Blast furnaces e 120,000 354,000 188,000 746,000 5,942,000 7,350,000 27.17

. By-product coke plant.m 231,000 1,020,000 86,000 1,389,000 4,279,000 7,005,000 2590

Cement plant et 208,000 220,000 33,000 74,000 252,000 787,000 291
Concrete products planteeee—. 18,000 32,000 21,000 53,000 8,000 132,000 49
Boiler plant and gas producer 278,000 26,000 1,384,000 1,688,000 624

Other 363,000 219,000 311,000 369,000 753,000 2,015,000 745
$2,446,000 $2.754,000 $2.695000 $4,328,000  $14,825,000 $27,048,000  100.00%

Y e —— | ——— a————— g e S
.—.——_—_————-—-———_———-—-——-—_——

Coke Divisicn
The Company has in operation 140 by-product coke ovens the annual capacity of which is approxi-

- mately 900,000 net tons of furnace coke. Coke may be produced either for furnace, foundry or domestic

use, but at present only furnace coke is being made. A substantial portion of the coke produced by the
Company is used ia its own blast furnaces.

Twenty of the new coke ovens completed in March, 1950 were constructed by General Motors
Corporation, dn land leased from the Company under a lease expiring in 1954, pursuant to a contract
with the Company, and the remaining 15 were constructed by the Company. The coke ovens constructed
by General Motors Corporation are operated by the Company under an operating agreement with General
Motors Corporation and the coke from such ovens, as well as coke from the Company's coke ovens, is
used by the Company in the operation of the Struthers blast furnace.

Coal Chemicals Division
The basic by-products from the Company’s coke ovens are gas, tar, ammonia and light oils including
benzol, toluol and xylol. The products produced by the Company from such by-products include, among

8
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others, ammonium sulphate which is used as a fertilizer, sodium cyanide which is used in the manufacture
of transparent plastics and resins, pyridine which is the basic ingredient in certain sulpha and anti-
histamine drugs, and picoline, a solvent used in the manufacture of certain pharmnaceuticals and dyes.
The hydrogen sulphide recovered from coke oven gas, augmented by the use of purchased elemental
sulphur, is converted into sulphuric acid, some of which is used by the Company in its own operations.

Coke oven tar is distilled to recover pitch, creosote, naphthalene and tar acids, including phenol
and cresylic acid. A portion of the phenol produced by the Company is used in the manufacture of
2,4-D and 2,4,5-T, selective weed killers. Meta para cresol is used in the manufacture of tricresyl
phosphate, a plasticizer used in’ manufacturing insulation for electric wire. The Company uses its
naphthalene for the production of phthalic anhydride which is used in the manufacture of alkyd-resin
for paints and also in the production of plasticizers for vinyl type plastics. At the present time the
Company’s phthalic anhydride plant has a capacity of approximately 11,000,000 pounds per year.

Agricultural Chemicals Divisi y

In 1947 the Company started a separate division for the manufacture and sale of agricultur:.ll
chemicals. The Company produces the insecticides, benzene hexachloride and parathion, and the herbi-
cides, 2,4-D and 2,4,5-T. These agricultural chemicals are supplemented by other purchased products

. to produce a wide variety of packaged formulations. Sales of these products are made to wholesalers

as well as to large manufacturing and merchandising organizations which distribute the Company's
products under various national brand names.

The Company’s inventories of agricultural chemicals presently amount to approximately $4,800,000,
which the Company considers about $1,000,000 higher than the inventory which would normally be
carried at this time of year, The Company expects to reduce these inventories during the 1953 season
for agricultural chemicals, either through an increase in sales or 2 reduction in production. At the
present time there is general over-production of agricultural chemicals with attendant price weakness.

In 1951 the Company constructed a plant for the production of organic phosphate chemicals, such
as parathion. The Company owns 50% of the stock of Chemagro Corporation, organized in 1950 to
use certain chemical processes in the field of organic phosphate chemicals which were developed by Farben-
fabriken Bayer, 2 German chemical organization,

Plasticizers Division

In 1950 the Company constructed a plant for the production of various types of plasticizers, many
of which are esters of various alcohols and phthalic anhydride, which is produced by the Company.
Such plasticizers.'are used in the compounding of vinyl plastiés. In December, 1952, the Company
brought into production new plasticizer facilities which are capable of producing over 12,000,000 Ibs. of
various types of plasticizers per year.

Protective Coatings Division

The Company uses pitch, from the distillation of coke oven tar, for the production of hot—applie.d
enamels for use on oil and gas transmission lines and water mains. The Company’s present plant is
capable of producing 60,000 tons of pipe line enamel and 4,000,000 gallons of primer per year. The
Company has recently placed increased emphasis on the development and sale of cold-applied coatings
which are used for protection of industrial equipment that is subject to severe corrosive conditions.
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Great Lakes in 1946 adopted a long range program for the modernization and betterment of the
vessels which it owned at that time, and for the five years ended December 31, 1952, approximately
$2,623,000 was expended under this program. It is estimated that $3,000,000 (based on present costs)-
will be required to complete this program.

In 1951 Great Lakes entered into a contract for the construction of a bullk freight vessel to cost
approximately $5,500,000 of which $3,950,000 had been expended at December 31, 1952. It will have an
annual carrying capacity of approximately 700,000 gross tons of iron ore and the addition of the vessel
to the present fleet will increase the annual carrying capacity of the fleet to approximately 4,420,000 gross
tons of iron ore during the course of a normal season of navigation on the Great Lakes. The new vessel
was launched on January 29, 1953, and will be commissioned and placed in operation early in the 1953
season. A Necessity Certificate has been granted with respect to this vessel which permits the amortization
for Federal income and excess profits tax purposes of 80% of the cost thereof over a five-year period.

PROPERTIES AND PLANTS

The Company owns approximately 146:acres of land on Neville Island on which is located its
integrated by-product coke plant, two blast furnaces, cement plant, chemical plants, and concrete products
plant. The Company also owns 33 acres at. Struthers, Ohio, on which is located the Struthers blast
furnace and related facilities.

A general description of the Company’s plants is set forth below:

Chemical Plants

The Company owns and operates the following chemical plants located on Neville Island: (1) Con-
tinuous tar distillation plant, constructed in 1939; (2) Tar base distillation plant for production of
pyridine and picoline, consfructed in 1939; (3) Ammonium sulphate plant, constructed in 1929, enlarged
in 1950: (4) Light oil distillation plant for benzol, toluol and xylol, constructed in 1929, enlarged in
1950; (5) Sulphuric acid plant, constructed in 1939, enlarged in 1940 and 1942; (6) Tar acid plant for
production of phenol and cresols, constructed in 1940 and 1941, enlarged in 1952; (7) Naphthalene plant,
constructed in 1941, cnlarged in 1943; (8) Activated carbon plant, constructed in 1948; (9) Protective
coatings plant, constructed in 1948 and 1949; (10) General chemical pilot plant, constructed in 1948,
(11) Phthalic anhydride plant, constructed in 1949, enlarged in 1950; (12) 2,4-D plant, constructed in
1948, enlarged in 1949 and 1952; (13) Benzene hexachloride plant, constructed in 1950; (14) Agricul-
tural chemical formulation plant, constructed in 1948 and 1949; (15) Plasticizer plant, constructed in
1952; (16) Org'a;x_xic phosphate insecticide plant, constructed in 1951.

The Compa.r'x}" ‘also owns and operates a new chemical research laboratory which was constructed
in 1951.

Coke QOvens

The by-product coke plant consists of 140 ovens. Seventy of the ovens were constructed in 1929
and are of the Koppers-Becker type; the thirty-five ovens which were completed and placed in operation
in March, 1950 are of the Koppers-Becker under-jet combination oven type. Of these thirty-five ovens,
twenty were constructed by General Motors Corporation on property leased from the Company. Thirty-
five new ovens of the Koppers-Becker under-jet combination oven type were completed and put into

13
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- PITTSDURGH COKE & CHEMICAL COMPANY AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET
Decsmber 31, 1955

| ASSETS
s ‘ CURRENT ASSETS:

Cash in banks and on hand 411 217 000
Accounts receivable, less raserve

of $260,000 (Schedule XII) $ 329 000
Estimatad refund of prior years'

income taxes 296 006
Inventories (Note B):

Finished goods $ 6 874 000

Work in process sLé 000

Raw materials L 665 0CO

Supplies 1 387 cco 13 L72 000

Total Current Assets #30 274 00O

INVESTMENTS AND ADVANCES,
AT COST (Note G):

Great Lakes Steamship Company, Inc. $ 3 330 000
Chemagro Corporation *1 361 000
- Motes receivable and miscellaneous

- o p investments , 380 000

-

Total Investments and Advances K S OTL 000

e FIXED ASSETS, AT COST (Schedules V
S T and VI) (Notes C and D):

Land $ 1 067 000
Suildings, machinery, : :
equipment, etc. 48 222 000
Less: Accumulatad depreciation _20 L13 000 27 809 000

Total Fixed Assets 28 876 000

D=BT DISCOUNT AND PREPAID EXPENSES (Nota E) ] 327 000

\

DI ’ TOTAL ASSETS .
86l sL8 000

: 1 (See Notes to Financial Statements)
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SCHEDULE IV

PITTSBURGH COKE & CHEMICAL COMPANY AND SUBSIDIARIES
INDEBTZDMESS OF AFFILIATES - NOT CURRENT
FOR THE YEAR 1955

Balance receivabla Balance receivable.

at beginning at closs of
Name of affiliate _period period
Chemagroe Corporation $300 000 $200 000
Other 2L5 000 : none
$sLS 000 3200 000

Ty

S5-12
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SCHEDULE XVII
PITTSBURGH COXE & CHEMICAL CCMPANY AMD SUBSIDIARIES
TNCOME FROM DIVIDENDS - EQUITY IN MNET PROFIT AND
LOSS OF AFFILIATES
FOR THE YEAR 1955
COLUMN A COLUMN B . COLUMN C
Amount of dividends Amount of
. Total per aquity in net
Nams of issusr and profit & loss profit & loss
title of issue Cash Other statement for the period
Creat Lakes Steamship
Company, Inc.:
Preferred Stock, L%
cumulative, par value .
$100 per share $ 37 000 Nona $ 37 0003 $534 000
Common Stock, :
without par value 210 000 None 210 000)
3247 000 3247 000
- "]
Chemagro Corporation i3  «<Nome:r:  Nons"s.  Nome -, - $1L6 000
) Miscellaneous investments None Nons None None

~-e
-
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PITTSBURGH COKE & CHEMICAL COMPANY AND SUBSIDIARIES
. CONSOLIDATED BALANCE SHEET

December 31, 1956

ASSETS

CURRENT ASSETS:
Cash in banks and on hand
Short term investments in goverment Securities,

(at cost olus accrued intarest, which approximates

market valus)
Accounts receivable, less reserve of $24,0,000

(Schedule XIT)
Estimated refund of prior years' incoms taxes
Inventories (Note B):

Finished goods

Work in process

Raw materials

Supplies

Total Inventories

. Total Current Assets

~

(0 —¢

INVESTMENTS AND ADVANCES, AT COST (Seh. III and Sch. IV)(Note F):

© * Gpeat Lakes Steamship Company, - (Note A)
Wholly owned subsidiary companies
Chemagro Corporaticn

" Miscellaneous investments and long-term rec_eivables

Total Investments and Advances

FIXED ASSETS, AT COST (Scheduls V and Schedule VI)
(Nota C): A .
Land
Buildings, Machinery, equipment, etc.
Less: Accumuldted depreciation

Total Fixed Assets

DEBT DISCOUNT AND PREPAID EXPENSES (Note D)

Vo TOTAL ASSETS

(See Notes to Financial Statements)

Consolidated Company

. $12 Lo6 000 $ 8 115 000
[}

3 308 000 3 005 000
L $28 000 L 615 €00
285 000 285 00Q
3 929 000 3 766 000
287 000 287 000
7 301 000 7 275 000
1 51k 000 1 51k 000
ﬁ 3 031 000 12 8L2 C00
- $33 998 000 328 862 000
$ 5 097 00
) . 1 252 0CO
‘$ 505 000 =905 000
766 000 316 000
$1 271 000 $ 7 170 000
$1 111 000 $ 878 000
385 209 000 G00
30 930 000 21 979 000
338 279 000 328 552 000
$39 390 000 $29 430 000
$ Lé2 000 $ L oco
$75 081 000 $65 903 000




1957, |

T (35T w0

Nots F = Investments

See Nots A for datails of investment in Great Takes Steamship Campany, Ince
The Company owns SO per cent of ths voting capital stock of cmugro Corporation, -
the remaining 50 per cent being owned by ons other interest. The cost of such ™~

atock to the Company was $100,000 and the Company*s equity 4n ths pat assets of

Chemagro as shown on the latter's books as of December 31, 1956 was $283,000. °

~ The book valus of the underlying net assets applicable +d tha other investments,
23 determined from financial statements, is approximately equivalent to the amount

of the investments. No income has been received on these investments.

Note G - Capital Surpluss
Changes in Capital Surplus during the year 1956 were as follows:

‘ Consolidated Coupany,
Capital Surplus at December 31, 1955  $115000 - $1117000

Excess of the Company's intarsst in the net
asaets of Great Lakes Steamship Company, Inc.
. over the cost of its jnvestment at effective
acquisition dates. 1 357 000
“Pransfer from capital stock account arising
from the change from no par value to $10
par valus copmon stock -8 169 000 88 c00
Excess of market value of common shares issued
as a stock dividend over par valus (21,454

shares at §1k) 300 000 302 000
Excess of stated valus over cost of preferred

stock purchased and retired. 8 000 8 ooo

« Capital Surplus at December 31, 1956 $10 949 000 $ 9 608 000

Note H = Pension and retirement planss
Hourly rated employees of ths Company and certain of its wholly ownad sub-
sidiaries and salaried employees of ths Company and its wholly ownad subsidiariss,

ipon retirement, are entitled to pensions andar a non-comtributory pension plan.

As employees bacome eligible to retire, the then current actuarially estimated cost

of pensions is charged to operating expenses and the pensions are fundad over &

:',ﬁve-'yaa.r period from that date. Pension expense for the Company and 1ts wholly

owned subsidiaries amounted to $88,000 for 1956 and is estimﬁted at $225,000 for

Tha retirement plan (non-contributory) of Great Lakss Steamship Company, Inc.
provides for annual payments to 2 trust fund of amounts which will provide cwrently
for future servics benafits and amortizs the cost of past service benafits over

periods not to exceed 25 years. FPension expense in 1956 amounted to $61,252. The

wnpemdad past service cost at Decezber 31, 1956 amounted to approxizately $370,390.

g.-"
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. COMPANY
PTTISEURCH OOKE & CHEMICAL COMPANY
INCOME FROM DIVIDENDS-ZQUITY IN NET FROFIT
K AND 10SS OF AFFILIATES
. | . {EAR ENDING DECEMBER 31, 1956
smount of Dividends
- "fotal of Amount
' related of equity

captions of i3 nat
profit and profit and

. : . loss or loss for
: Name of Issuer incoms the .
“, and Title of Issue i Cash Qther gtatement Be_r__iod
Wholly owned . R
subsidiary companies: . ' PR
Capital stock ‘ } none nona. n 8-’1’&100?_ (1)
©_ Majority owned
o a‘nbsi% Companys
AR % as Steamship Company, Inc.:
| . Preferred Stock Li% Cumlative, -
$100 par valus $ s, 000 mone < S e g
Common Stock without par value 261 000, Dons’ S 673 000
’ FiL: r cent owned person: '
Ipo n: : .
. Class B Common Stock, $20 par value none none ’ 152 000

4315000 moms - $331 000 (2) $ 966 000

(1) Includes 36,000 dividends paid by the Company’ .
: ~ to a subsidiary, ‘
- ~ (2) Classified in income statement as interest,

: dividends and other income, net. .

1.8 TS 26mmE

RECEIVED, !
APR291957

1ST MAIL ' ;
OOECKET; MAill & FILET \"

i
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PITTSBURGH COKE & CHEHICAL OOMPANY AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET
December 31, 1957

ASSETS

CURRENT ASSETS:
Cash $ 5,550,000
. Contract receivable from The Northwestern :
: Mutual Life Insurance Company, plus
accrued interest 8,335,000
Accounts receivabls, less reserve of §
$232,000 (Schedule XII) 3,73L,000 -
Estimated refund of prior years! income taxes kbLo,000
Inventories (Note C):
Finished goods : $ 6,455,000
Work in process 326,000
Raw materials 8,797,000
Supplies 1,712,000
Total Inventories 17,290,000

Total Current Assets 435,389,000

INVESTMENTS AND ADVANCES, AT COST (Note B) (MNote G):
Mortgage notes receivable from Wilson Marine

.
" - -

. Transit Company, maturing 1959-61 ) $ 600,000
i .Common Stock of Wilson Marine Transit -
Company - 111,938 shares . 2,116,000
Chemagro Corporation vz, 859,000 "I
Other investments and long-term receivables 881,000

 Total Investments : $ L,h56,000

CASH AND OTHER ASSETS SEGRECATED FOR MINORITY INTEREST
IN GREAT LAKES STEAMSHIP COMPANY, INC. (Nots B) $ 3,173,000

FIXED ASSETS, AT QOST (Schedules V and )
. (Note B) (Note D):

- : Lland : $ 1,075,000
. . Buildings, machinery and equipment $53,215,000
) less: Accumulated depreciation 22,964,000 30,252,000
- .
: Total Fixad Assets $31,327,000
i DEBT DISCOUNT AND PREPAID EXPENSES (Nots E) 3 307,000
TOTAL ASSETS 37”4:6522000

(See Notes to Financial Statemeats)

¥ T Eaial X
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'NOTES TO FINANCIAL STATEMENTS

Note A - Principles of consolidation:

The {inancial statements include ths accounts for ths year 1959
of the Company and subsidiary companies totally held during the year,
(including a subsidiary whish was liquidated in October, 1959, and the net
assets transferred to the pareat conpaxv-) , and for the fourth qué.rter the
accounts of United Statas Concrets Pipe Company, a wholly owned subsidiary
company, acquired in September, 1995, ‘ ‘

‘ The 3%% promissory notas included in long-term debt were issued
as ﬁé.rt of the considaration for the acquisition of United States Concrete
Pipe Company and ars payable to a former stockholder of that company, who
Jater became a Director of the Registrant, and to members of his family.

The equity of the Company in the net assets of the subsidiary
companias, as shown by their books, exceeded its investment therein at

- :December 31, 1959 by $519,000, representing the net income of these com-
" paniss since effective dates of acquisition, which amount 1s reflected
. n cohsolidated income retained in the business.

The shares of capital stock of Pitfsburgh and Ohio Valley
Railvay Company, a totally held subsidiary, ars pledged as collateral
security under the First Mortgage and Deed of Trust securing the First

Mortgage Bonds of the Company.

Nota B - Inventorisss
Cartain inventories in the amount of $8,057,000 at December 31,
1959, are valued at cost determined on the last-in, first-out basis. The
remaining inventaries are valued at the lower of current cast or markst.
The amounts of the beginning and ending snventoriss used in the
computation of cost of sales wers as follows:
Inventory December 31, 1958 $18,9L7,000
Inventory December 31, 1959 17,389,000
Note C - Investments:
The Company's equity in the net assets of Wilson Marine Transit
Company and Chemagro Corporatlon, as ahawn by their financial statemants ’

is 1::. excess of the amounts recorded as investments in these companies.
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PITTSBURGH COKE & CHEMICAL COMPANY
GRANT BUILDING |
PITTSBURGH 19, PENNSYLVANIA

To The Shareholders of
PITTSBURGH COKE & CHEMICAL COMPANY:

Profit of $2,855,000 in 1953
compares with $2,163,000
in 1952, Earnings per share
of Common Stock amount-
ed to $2.63 on 916,907
shares outstanding as of December 31, 1953,
compared with $2.12 per share for 1952 on the
shares then outstanding.

Regular cash dividends on the Common Stock
of 25¢ per share were paid in each quarter, plus
a year-end extra of 25¢, making a total of $§1.25

er share for the year. In addition, a stock divi-
dend of 2% was distributed in December, the
same as in 1952.

In the 1952 report it was stated that the Com-
pany’s expansion program might entail further
financing to provide a greater degree of flexi-
bility. This was deemed wise because of the
delay in the construction program occasioned
by the protracted steel strike which postponed
the opportunity to generate cash through pro-
duction from the new facilities. Accordingly,
84,903 shares of Common Stock were sold in
March 1953 from which the Company derived
net proceeds of $2,086,000. Our total sharehold-
ers now number 4,788 compared with 4,162 a
year ago.

Record sales of $52,212,000 for the year 1953
compare with sales in strike interrupted 1952
of $38,700,000. The results in the Hrst half of
1953 reflected the increased volume of sales inci-
dent to the firing of a fourth battery of coke
ovens in October 1952, and the blowing in of
a new blast furnace in December 1952,

The first six months of 1953 provided the op-
portunity to bring into operation the additional
units and increased facilities made available
by our $23,000,000 capital expenditures over
the last three years and to prove their balanced
relationship to our integrated operations. Their
performance during this period was as antici-
pated. Unfortunately, lower sales by certain
divisions, as set forth below, prevented the
same results in the second half of the year.

'FINANCLAL
HIGHLIGHTS

March 1, 1954

Although increased wages and raw materials
prices affected costs adversely, operating econ-
omies throughout our various divisions brought
about greater efficiency to help offset these
uncontroilable factors. .

In 1945, after the cessation
of hostilities. the total assets -
of your Company aggre-
gated $15,882,000. The gross
buildings, machinery, and
equipraent totalled $15,412,000 and the netafter
reserve for depreciation appeared at $6,804,000.
Capital expenditures since 1945 have totalled
$35,082,000.

Our recent major construction program con-
sisting of a new battery of by-product coke
ovens, blast furnace, power plant, and increased
production facilities at the cement, activated
carbon and a number of chemical plants
amounted to $23,000,000. Reflecting this expan-
sion the Company’s total assets now stand at

EXPANSION
PROGRAM

$61,686,000, including buildings, machinery and

equipment in the gross amount of $46,975,000,
and in the net amount, after depreciation, of
$30,599,000. The book value of the Common
Stock now amounts to $31.04 per share, against
$16.22 per share at the close of 1945,

Of the recent $23,000,000 capital expendi-

: tures, $18,000,000 was covered by Certificates
of Necessity which permit a five-year amorti-

zation of $14,450,000.

Total amortization, un-
AMORTIZATION der Certificates of Ne-
AND cessity, and depreciation
DEPRECIATION for 1953 available as a
. deduction for income

tax purposes amounted
to $4,196,000. Of this, $2,093,000 represents nor-
mal depreciation and the balance of $2,103,000
represents accelerated amortization.

The heavy amortization now available under
Necessity Certificates, if charged in its en-
tirety against earnings, would show an income
picture which would not be properly compar-
able with past years. The Company has there-




fore elected, in accordance with accepted ac-
counting procedure, to record only normal de-
preciation in its accounts. However, since the
deduction for tax purposes of the excess of the
amortization over depreciation will result in
part of the depreciation being unavailable as a
tax deduction in years following the five-year
amortization period. a provision for future
income taxes has been made in the amount of
$1,131,000.

Appropriate portions of the reserve so cre-
ated will be credited to income in years follow-
ing the amortization period when depreciation
of fully amortized facilities will not be deducti-
ble for tax purposes.

DIVISIONS

During the early
part of the year
an enlargement of
activated carbon
facilitieswas com-
pleted which increased production 50%. The
long-range outlook for this product appears so
promising that a further expansion program
has been initiated. This will provide an addi-
tional substantial increase in capacity to meet
the indicated growing market. A Certificate of
Necessity for this capacity increase was ob-
tained in the amount of $2,260,000 and permits
75% of the cast of construction to be amortized
over a five-year period. A relatively small por-
tion of this total expenditure will be made dur-
ing 1954. The division is continuing a broad
research program for further process develop-
mentand isincreasing its efforts toward broader
markets for this product. The expansion pro-
gram which is now beginning will permit the
Company to supply certain large markets which
have not been fully satisfied in the past.

ACTIVATED CARBON
,DIVISION

1953 recorded the sec-

ff;;AGRICULTURAL ond consecutive unset-
.CHEMICALS tled year for the agri-
- DIVISION cultural chemical indus-

try in general. The nor-
mal market for many in-
secticides and herbicides was affected by un-
asual weather conditions which caused most of
them to be in oversupply. It is felt that many
of the problems that usually accompany a new
and rapidly growing industry bave been re-
solved and that the market has now become sat-
isfactorily stabilized.

During the year a number of improvements
were made in the production of agricultural

chemicals, resulting in the lowering of produc-
tion costs and the raising of quality. The divi-
sion’s primary efforts, however, were directed
towdrd further strengthening and improving its
market position. From the inception of this

.division every effort has been made to develop

a strong merchandising organization and it is

‘believed that this has now been successfully
. accomplished.

“The Company continued its profitable pro-
duction of Systox, the unique systemic insecti-
cide, and other related products the manufac.
ture of which are the result of its interest in
Chemagro Corporation. This latter Company is
jointly owned with Farbenfabriken Bayer of"
Germany and Geary Chemical Corp. )

An expansion of the cement
plant facilities was completed
carly in the year and provided
this division the largest sales
year in its history. It appears that the cement
business will continue to be strong for the
coming year. In addition to normal commexrcial
and industrial construction, which promises to
be maintained at a satisfactory level, we believe
there will be a further acceleration in the pub-
lic building of roads and other facilities.

CEMENT
DIVISION

The markets for the Com-

COAL ’ s
pany’s broad line of coal
CHEMICALS  chemical products continued
DIVISION to be generally satisfactory.

In addition to supplying a sub-
stantial portion of this production as raw mate-
rials for the other chemical divisions, the Com-
pany continued to serve as a basic supplier to’
other chemical companies. It is expected that
the diverse uses of these materials by the chemi-
cal industry will continue to expand. Therefore,
it is believed that the demand for these products
should continue to be favorable for some time
to come.

Substantial quantities of coke
in excess of requirements for
the blast furnaces were shipped
to customers during 1953. To-
ward the end of the year these
shipments declined with the cut-back in steel
operations. The Company is in a favorable
long-term position as a supplier of coke to a
number of companies whose own coke produc-
tion is insufficient for their normal needs. As
soon as the current inventory pesition of our
‘customers has been adjusted, coke shipments
should again be at a satisfactory rate.

COKE
DIVISION
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The wholly-owned Neville Con-

CONCRETE : .

crete Pipe Company continued
PRODUCTS operations at a high rate during
DIVISION.  the past year. As in the case of

the cement division, it is antici-
pated that an increasing volume of public
works will sustain a strong market for concrete
pipe. The market for regular concrete block is
‘expected to be highly competitive. However,
this division uses a sizeable portion of its block
production in the manufacture of pre-cast floor
and roof slabs, for which the market is con-
siderably more attractive.

During 1954 it is planned to install a machine
for coating concrete block with a tough, re-
sistant plastic thus permitting the use of block
in places previously limited to ceramic tile.
This should prove helpful in increasing over-all
sales to the building industry.

FINE Early in the past year the fine
chemicals division started op-
CHEMICALS  crations and during the year
DIVISION produced and introduced to
the trade a large number of
products. It has been gratifying that the fin-
ished dyestuffs have been of highest quality
and comparable with any products now being
offered by competitars. Although the textile
trade, to which these products are sold, has
been in a depressed state for the past few years,
good progress has been made by this division
in establishing a market for its products.
Since the largest market for dyestuffs is now
primarily in the Southeast, the Company has
recently acquired a sizeable tract of land near
Spartanburg, S. C., where it is now in the proc.
ess of constructing new lahoratories, warehouse
and offices in order better to serve the industry
in that area. The desirable industrial site which
has been acquired provides an excellent location
from which to service the expanding market.
The Company also is now undertaking explora-
tory studies relative to the possibilities of uti-
lizing its new location as a manufacturing point
for certain of its products.

The first half of the year just
closed allowed both Neville Is-
land blast furnaces to operate
at full capacity and in some in-
stances certain customers were not fully sup-
plied. This full two furnace operation, supply-
ing contract hot metal to a nearby ingot mold
plant and cold. pig iron to other customers,
allowed the complete integration of all new
facilities at Neville Island and proved their
economic balance.

PIG IRON
DIVISION.

Early in the last haif of the year a decline in
the demand for pig iron became evident. The
first effect was brought about by a curtailment
in the manufacture of farm implements and
was later accelerated by a planned reduction of
pig iron inventories by customers in other lines
who withheld placement of theirregular orders.

Although the present rate of blast furnace
production is curtailed, there is strong evidence
that the inventory adjustment is about com-
plete and that blast furnace operations will
now be more closely related to future activity
of our customers. We expect that the operation
of thig division will be maintained at a profit-
able level, being somewhat related to the steel
industry which. is currently at approximately
80% of capacity in the Pittsburgh district.

The availability of twoblast furnaces, with
the output of one furnace being substantially
consumed under a hot metal contract, will per-
mit 2 more profitable operation than was pre-
viously possible with one furnace. Because your
Company is the only producer of merchant pig
iron in the Pittsburgh district, we believe that
the long-term demand for this product will
profitably support the present two furnace op-
eration. ,

The Company’s Struthers, Ohio, blast fur-
nace, a high cost marginal producer, was shut
down in April 1953. This furnace will, how-
ever, be kept as a standby unit for meeting the
unusually large demands for pig iron which
have developed intermittently in the past.

At the start of 1953 the plas-
ticizer division had just
brought into operation its
substantially increased pro-
duction facilities. During the year the produc-
tion from these new facilities was continuaily

PLASTICIZER
DIVISION

increased until they are now approaching their

maximum capacity. This has required a many-
fold increase in sales volume which was suc-

‘cessfully accomplished last year. New plasti-

cizers were also added to the line of products
and they have been enthusiastically received
by the trade. A very large portion of the prod-
ucts of this division is sold to the vinyl resin
processing industry which produces a wide
variety of plastic products. We are convinced
that the activity of this industry, and there-
fore of this division, will continue at a high
rate. : .

The past year again marked

PROTECTIVE  , highly successful one for.
COATINGS  the protective coatings divi-
DIVISION sion.The majority of its prod-

ucts continued to be sold to




the gas and oil transmission industry which
uses enamels as protective coatings for pipe
lines. In addition to maintaining a high volume
of enamel sales, the division continued the de-
velopment and sale of other protective coatings
which enter into a wide variety of new con-
struction and maintenance uses.

The high level of construction in the gas and
oil industry, forecast for the next three years
at a rate of over 31 billion per year, indicates
a good market for protective coatings.

Each of the ten separate divi-
sions of your Company, al-
though in most cases highly
integrated with the Com-
pany's over-all operation, has very distinct op-
erating and commercial characteristics pecu-
liar to its products and their markets. For that
reason each division is directed by 2 manager
who is responsible for production, sales and
research, and is accountable for the profits of
his division.

We regret that W. Stewart Scott, because of
an impairment in health, has been forced to
relinquish the pressing requirements of chief
sales executive. He has for many years, and with
exceptional success, carried the title and re-
sponsibility of Vice President—Sales. The Com-
pany will not lose his valuable experience, how-
ever, since he will continue as a Vice President
of the Company.

It is fortunate that Robert M. Moore, for-
merly General Manager of Sales, is well quali-
fied to take over this responsibility and he ac-
goxl-dingly has been elected Viece President.

ales.

PERSONNEL

Wage rates were increased
effective June 12, 1953 in the
pattern of the industry ad-
justment. We are happy to
report that there were no
work stoppages, and the effectiveness of the
employees compares favorably with the in-

dustry.

LABOR
RELATIONS

GREAT LAKES no change in your
STEAMSHIP COMPANY, Company's own-
l INC, ership of Grea:
Lakes Steamship
Company, Inec.
Combined stock holdings of Preferred and
Common amount to substantially 619, of the
outstanding shares.

In August 1953, that company's new 18,500
ton ore boat was commissioned and put in the
iron ore lake run. Its many engineering design
features and large capacity have produced a
most gratifying economy of operation. Profits
of this unconsolidated subsidiary for the year
1953 are estimated at $900,000 compared with
$752,000 for the year 1952.

| v There has been

Because the .Company's three-

THE year expansion program, involv-
FUTURE ing expenditures in 1951 of
$4,416.000, in 1952 of $14.776,000
and in 1953 of $3,990,000, was
completed in 1953, your management has been
concentrating on better coordinating and more
efficiently operating the recently enlarged fa-
cilities.

The Company’s production facilities at Nev.
ille Island are in excellent operating condition
and the entire organization, alerted to a more
normally competitive economy, is ready to
take full advantage of the various markets for
your Company's products as they develop. Al-
though the first two months of 1954 have shown
no improvement over the closing months of
1953 in coke and pig iron shipments, we feel

this is due to a temporary inventory correction -

and adjustment.

It is our intention to continue a program of

further diversification into the chemical indus-
try, and it is hoped that economic conditions
will permit an accelerating rate of progress
toward this goal.

By Order of the Board of Directors

J. H. HILLMAN, JR. R. M. MARSHALL
Chairman of the Board President
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DURING any given day in 1933, the Neville Island
plant of Pittsburgh Coke & Chemical Company may
have unioaded scveral thousand toas of coal from river
barges and shipped a few pounds of urgently needed
pharmzceucical intermediates by air express. And, duc-
ing the same day, almost every modern method of
m'nsportazion by land and wacer was at work for. the
plant—feeding it large bulk tonnages of coal and iron
ore, conveying semi-processed materials from one pro-
duction stage to another within the planc’s integrated
production pattern, and moving finished Picesburgh
products from plant to mackets.

By the very diverse nature of the company’s products,
their movement requires noc only the normal facilities
of industrial transpostation but also many specialized
and, in some ways, unique ones.

To betrer serve an ingoc mold customer on Neville
Island, for example, our Pig Iroa Division caps-molten

- iron directly inco 75-con hot meral ladles on rail crucks.
The ladles are moved by Diesel power directly to the
customer’s mold shop where che moiten metal is capped
into pouring ladles, ready for casting. This operation

and of remelting them zc the foundry.

Bulk phthalic anhydride, a Pittsburgh coal chemical
used in paine, plastic and dyemaking, is often trans-
ported by truck by the use of special “tote bins™ which
can be loaded with the flake right in the plaac and

-~

ses0tit, the company’s Neville Isiand piant has ready

['3 at fhe heart of the warld’s greatest metallurgical
i 10 its principal raw material by river barge.

climinates the necessity of casting and handling “pigs”

\_F7 > TRANSPORTATION FACILITIES—

As Diverse as the

Company They Serve

easily moved on and off 2 truck bed by 2 high lifc.
Molten phthalic anhydride is often shipped in insu-
lated and heaced truck tanks so chac it can be recained
and used in this same molten stace ac its destination,

The excellent location of cthe Neville Island plane
on the Ohio River enables Pittsburgh Coke & Chemical
to udlize economical barge transportation, not oaly
for receiving oae million tons of coal annually, buc also
for the shipment of many Pictsburgh products to cus-
tomers and to strategically located warehousing points.
Pitct Chem pipeline enamels, foc example, oftea move
down to the Gulf of Mexico by river and are ualoaded
at Texas Gulf ports for use oa oil aad gas transmission

. lines in Texas and the Southwest. Agricultural chemi-
cals, coal chemicals and pig iron are also efficiendy
shipped to markets thac are accessible through the
Mississippi-Ohio river system. .

As the company’s export trade continued to expand
in 1953, more and more Pittsburgh products, particu-
lacly agricultural chemicals, coal chemicals and plas-
ticizers were moving in ocean freighters to Europe,
South and Central America and even to Japan.

Because of the diversity of its products and che
availabilicy of excellent highway, rail, river and air
transportacion, few other manufacturers in the country
employ as wide and imeresu'nE 2 variety of coaveyance
faalicies as does Pittsburgh Coke & Chemical Company.
We have illustrated some of these modaes of transporta- .
ton on the following three pages.

When fast shipment of products like agricultural chemi-
cals, dyestuffs and pharmaceutical intermediates is called
for, air transportation, 20 minutes from plant, is often used.
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Pittsburgh's Raw Materials and Finished Products
Move by Every Modern Method of Transportation

An endless chain of ore boats moves iron ore from the
head of the lakes to Lake Erie ports. Ore for Neville Pig
lron then moves from lake ports to our plant by rail,

Pitsburgh pipeline enamels are shipped
by barge 10 customers and warehouses on
the Mississippi system and 1o paints as far
as Brownsviile by inner-coastal waters.

Green Bag Cement is often shipped in'bulk in these special
bin trucks. Each truck can carry 75 barrels of cement and can
be losded at Neville island in. @ matter of just a few minutes.

. g.
B3 B 20

'\f;}’»

The distance this hot car travels is short,
but its duty is rugged. It carries white
hat coke from avens to the gquenching
tower and back to drying wharf.

.~

Rail shipment of Neville Pig lron utilizes gondola car
like this. Each car carries from 50 to 70 tons of pig
iron, Electro magnet cranes are used for loading.

7
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tPlTTSBURGH COKE & CHEMICAL COMPANY

EARNINGS RETAINED IN THE BUSINESS

Years Ending December 31, 1953 and December 31,

AND SUBSIDIARIES
R CONSOLIDATED STATEMENTS OF PROFIT AND LOSS and
; 1952
=

= 1983 1982
ship  Sales and revenues:
lude Gross sales and earnings, less discounts, outward freight, returns and allowances. .. $52,212,000  $38,700,000
cals, Interest, dividends and other income, fet.......ccceveene-en eteeeeeeenennnneaa 655.000 170,000
$52,867,000 $38,870,000
Costs and expenses:
Cost of sales and operanng expeases, including maintenance and repairs of -
$2,954,000 and $2,791,000 respectively.......ievieiinccciarrrtaccocrascncanns $40,309,000 $31,255,000
Selling and administrative eXpenses......c.c.ceciiiiaiiiieioiitoctitctcnasonsas 3,158,000 2,669,000
Depreciaton (NOTE §) ....cieieecreensassseccnsatarransssrosessssssssssasonoanss 2,093,000 1,562,000
Taxes other than Federal and state income taXes. ....civeveiriocccsccssoanconcne 604,000 524,000
Interest and amortzation of discounton long term debt. . vveeciiinnianiiiiiaiae. 613,000 523,000
Provision for possible losses on collection of accounts receivable.................. 60,000 61,000
© $46,837,000 $36.594,000
Profit before income taxes........uiveeiirrennrncneenns eeeeecsecncnsesernae $ 6,030,000 $ 2,276,000
Provision for income taxes:
Current taxes: .
Federal iNCOME . ..ooeeerecenarnsosssetstascsossssscsosscssssssssssasasscns $ 1,891,000 § 1,013,000
Federal excess profies (refund for 1952).........0cc0ceueiiieinecercnacenans e (£,031.000)
SLALE ICOME cevvvvernarancecccasosccssassssossncsasssascsssossasosaansans 153,000 81,000
$ 2,044,000 $ 63,000
Fumre taxes (Note S):
Federal iNCome .....c.cieiiecniniocrcoauarsassassiose sovosssnssnsssasasse 1,044,000 , 50,000
SLALE IMCOMIG .uvvoereencucscactccccesasasessssassssssvsscsssasascssassnsons 87,000 Y
$ 1131000 § 50,000
Tatal current and future income taxes.......c.couvuaaen. Fleeeerencvecesrnseceneesns 33175000 § 113,000
PROFIT FOR THE ’iEAR .......................................... $ 2,355,000 , $ 2,163,000
Earnings retained in the business at begmmn( ofyear.........ccceeene eesensee vececae 12,566,000 12,243,000
$15,421,000 $14,406,000
Cash Dividends: A
$5.00 Preferred Stock—1953 and 1952, $5.00 per share............... N Teeeens $ 159000 $ 152,000
$4.80 Preferred Stock——1953, $4.80 per share; lsszﬂ.npcnhne....n.......... 283,000 , 283,000
e Common Stock—1953 and 1952, $1.2S persghare....ccccvcecrcnesfoncncccccacenas 1,104,000 971,000
Stock Dividend on common stock—1953, 2% (16,907 shares 1t 320 per shire and cazh .
in liew of fractional shares); 1952, 2% (15,066 shares at 327 per share and cash in
lieu of fractional shares)......... eeeceesesscecvascesctassasonesseetcccsanonne . ___ 361000 434,000
. $ 1.909,000 § 1,340,000
Earnings retained in the busineu at end of year......... P $13.512,000  $12.566,000 -
. EARNINGS PER SHARE OF COMMON STOCK
» (based on number of shares outstanding at end of respective Jears)...cocoueeenn. $ 2.63 ] 212
! ' (See Notes to Financial Statements)
. 9 »
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PITTSBURGH COKE & CHEMICAL COMPANY
AND SUBSIDIARIES

Consolidated Balance Sheet, December 31, 1953

ASSETS
CURRENT ASSETS:
Cash in banks and ont Band........coviiciiiiiiiiaineisnsennceacnesanstsssannes $ 6,042,000
Accounts receivable, less reserve of $257,000. ....ciiiiiniiiaiaiiiitineinaeonnnn 3,395,000
Inventories (Note 1):
Finished g00ds ... ... ..o iiiiiiiiiiietioioaitsennaiieanns $ 7,141,000
WOrk in Process. ... c.vveceanvesccsonsosacasscsssscncncsse 475,000
Raw Mmaterials coovevierieeivorccarccaassasassosssasasssssons 5,626,000
SUPPLES ..cieiiiaiiniieciiarietiiaiiiiiitttiiieriecanesannn 1,677.000 14,919,000
Total CUITent ASSEtE. ...ouvueureacsssseassososasssesssosssstossssssonesettossassssns $24,356,000
INVESTMENTS, AT COST (Note 2):
Great Lakes Steamship Company, Inc.......ccvvivviircactscecsonitcaiiencaene: $ 3,830,000
Other affiliated COMPANIES. .c.curvnvrascccsnccacsccscosscscncsocossnsvassisnes 932,000
MisCellaANEOUS ....vuecacecencssoncessnrssasasscctasscsnsnscossonssoscsnnnsnnntns 356,000 5,118,000
FIXED ASSETS, AT COST: .
Land ..cccceneens cesescesccesansascresastee eeeceessrsensncnentecssmccnsanseo $ 1,170,000
Buildings, machinery, equipment, €tC.....cvceeieccctcaccecnncnnn $46,975.000 ,
Accumulated depreciation cceciecieriiiiciiatiiiaanreciiasens 16,376,000 30.599.000 31,769,000
DEFERR.Eb CHARGES AND PREPAID EXPENSES....ccceateerecarnnrcancoscsnacasosanes 443,000

NOTES TO FINANCIAL STATEMENTS

Note 1: Inventories in the amount of 35,973,000 are valued at cost determined on the last-in, first-out basis. The
remaining inventories aré valued at the lower of average cost or market prices.

Note 2: The equity of the Company in the net assets of Great Lakes Steamship Company, Inc, as determined from
financial staternents, exceeds its investment therein by approximately $1.523,000 and the Company's equity
in the earmings for the year eaded December 31, 1953, exceeded dividends received by $242,000. The book
value of the underiying net assets applicable to the other invesunents, as determined from financial state-
ments, is approximately equivalent to the amount of tlie investments.

Note 3: The paymeatoidividudsanmmkhmcictdnde&emafbmklomandofﬁe“ﬂ
preferred stock. The amount of earmings remined in' the business at Decemnber 31, 1953, free from such
reserictions is $5,923,000. '

Note 4: The Company is obliﬁ:ted to set apart on its books, each April 30, a purchase fund for the purchase for
retitement and canc dcaof‘mialmderredmhﬁomingpmonof&hemmtutmdem
sAg‘q”ﬂ 30, 1953 (367,000) was $47,000 at February 22, 1954 The amount to De set aside on April 30, 1954 is

Note S: Emergeacy facilities constructed uader Cartificates of Necessity are being depreciated on the books of the
- Company at rates based on dieir normal useful lives, The reserve for future income taxes is equal
the additional estimated income taxes which will be payable aver 2 period of years subsequent to the end of
the five-year tax amortization period by reason of the non-deductibility for tax purposes of depreciation

whichh will then be recarded.
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PITTSBURGH COKE & CHEMICAL COMPANY

AND SUBSIDIARIES

Consolidated Balance Sheet, December 31, 1953

LIABILITIES
CURRENT LIABILITIES:
Accounts payable—tade ........c.ieiiiiiiiiiiieit ittt e $ 3,628,000
Accrued Paytolls .....eeeeineiiieieotiiitetatatietirtttitataciactatatasciattes asnastonanaes 244,000
Federal and state IMCOME TRXES. ... oveueeecnesrseesarssassacasssnasssnncsssces e vesecssaaceans 1,979,000
Long term debt due within 3 year.......oceveecaaneens e teseesecsseasersevensate saasesvonnannn 1,944,000
Ol o v eeeesrasecnasessesssssonscasnsrssassssassassesnstasasssesssssasasssasas vasssessnacsss 491,000
Total Cusrene Liabilides. ... .o iiiiianencteivhocsnescsannes P $ 8,286,000
LONG TERM DEBT:
First Mortgage Bonds Authorized.......ooveereennnennneceans wee  $10,000,000
First Mortgage Bonds, 334% Series, due November 1, 1964.....cccanueeaas ceons $ 8,630,000
Installment notes payable—banks—314% due July 1, 1957 payable in five equal
semi-annual installments of $375,000 commencing January 1, 1955 and final pay-
ment of $2,000,000 on July 1, 1957........ esssmsctssccancssccas evassasancassees 3,875,000

Installment notes payable—other—3% due July 1, 1958 payable in approximately
equal monthly installments between January 1, 1955 and June 30, 1957..........

RESERVE FOR FUTURE INCOME TAXES (Note §)......ccoiueeiuinainninnanass
OTHER RESERVES .ivveuicurierraiassaecassasessossiotsccrostosssasnssnanaasstos

CAPITAL SHARES AND SURPLUS:

Serial Preferred Stock—Cumulative:
Authorized 118,580 shares without par value:
$5.00 Preferred Stock (redemption value, $105 a share; liquidadon value,

$100 a share):

1,686,000 14,191,000
............ 1,181,000
............ 553,000

Authorized 49,380 shares—outstanding 34,132 shares............. ceeens $ 3.270,000
$4.80 Preferred Stock (comvertble into Common Stock; redemption value,
:12;; es)h.are; liquidation value—veoluatary $103 a shace, involuntary $100
Authorized to be issued and issued 59,200 shares.......cccvveniaiiaens. 5,742,000
Common Stock:
Authorized 1,200,000 shares without par value: ;
Issued 977.761.34 shares, stated at...ceecececen.. tecesssasssccscene 15,200,000
Capital surplus (increased 32,000 by reason of purchase of Preferred, Stock for less
,than stated value) ....ccececenccaas cesenennen P - 585,000
Earnings retained in the business. .. ....ccceevirieiciccncisioccroccarcacoccess 13,512,000
‘ : $38,309,000
Capital Stock in treasury, at cost: .
$S Preferred Stock—— 3,190 shares....ccocevnueecrrcnuincrcnanes $295,000
Common Stock —80854shares........c.ccvcivoierncccecannns 539,000 834,000 37,475,000
‘ $61.686.000
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Price WaternoUSE & Co.

140 STANWIX STREET
PITTSBURCH 22, PA.

February 23, 1954

TO THE BOARD OF DIRECTORS
AND THE STOCKHOLDERS OF
PITTSBURGH COKE & CHEMICAL COMPANY

In our opinion, the accompanying consolidated balance sheet and con-
solidated statement of profit and loss and earnings retained in the business
present fairly the financial position of Pittsburgh Coke & Chemical Com-
pany and its subsidiaries consolidated at December 31, 1953, and the results
of their operations for the year then ended, in conformity with generally
accepted accounting principles applied on a basis consistent with that of
the preceding year. Our examination of such statements was made in ac-
cordance with generally accepted auditing standards and accordingly in-
cluded such tests of the accounting records and such other auditing pro-
cedures as we considered necessary in the circumstances.

PRICE WATERHOUSE & CO.
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PITTSBURGH COKE & CHEMICAL COMPANY
AND SUBSIDIARIES

'Divisions and Their Products

Coal Chemicals Division

Ammonium Sulphate
8enzol—Nitration

Creosote

Cresol, meta, para- and ortho-
2.4-Dichlorophenci
Hydrochlaric Acid

Isonicotinic Acid

Magaleic Anhydride
Naphthglene

Phenol

Phthalic Anhydride

Picoline, alpha- and beta, gamma-.
Pyridine (2°)

Sulfuric Acid—66° and Oleum
Tar—Road

Tolyene

Xylene,~—10°, 5° and 3°
Xylenol

Ag'ricﬁltural Chemicals Division

Benzene Hexachloride

Toxaphene

DoT -

Parathion Wettable Powders
Parathion Liquid Concentrate
Systox

2,4-D Acid

2,4.0 Amine Concentrates .

. 2,4-D Ester Farmuiated Concentrates
Ester Weed Killer D-4 (Low Volatile}
2,4,5-T Formulations .

C-4 Pre-Emergence Weed Killer (Chloro IPC)
Cotton Sprays and Dusts

Protective Coatings Division

Pipeline Coatings
Maintenance Coatings
Industrial Coatings

- Fine Chemicals Division
Vat, Acetate and Direct Dyes

Plasticizer Division

PX-104 DiButyl Phthalate
PX-108 DilsoQctyi Phthalgte
PX-114 Decyl Butyl Phthalate
PX-138 DiOctyl Phthalate
PX-158 DiCapryl Phthalate
PX-208 DilsoOctyt Adipate
PX-209 DiNonyl Adipate
PX-238 DiOctyl Adipate
PX-404 DiButyl Sebacate
PX-438 DiOctyl Sebacate
PX-800 Epoxy

PX-917 TriCresyl Phosphate

Activated Carbon Division

Granular Carbons Far
Solvent Recovery  Corn Sugar Refining
Catalysts Catalyst Supports
Gas or liquid Purification  Air Conditioning
Water Conditioning
" Puiverized Carbons For

General Purification
Refining and Isolation

Neville Coke Division

Domestic, Foundry, Industrial, Metallurgical
Coke

Green.Bag Cement Division

Portland, Portiand Waterproofed, Portiand
Pozzolqn, Green Bag Mortar Cements

Neville Pig Iron Division

Basic, Bessemer, Foundry, Mallecble
Pig lron

Neville Concrete Pipe Company

Culvert and Sewer Pipe, Concrete Block,
Dox Floor and Roof Systems
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PITTSBURGH COKE & CHEMICAL COMPANY
) GRANT BUILDING

PITTSBURGH 19, PENNSYLVANIA

To The Sharehaolders of
PITTSBURGH COKE & CHEMICAL COMPANY:
FINANCIAL HIGHLIGHTS

In terms of dollar profits the year 1954 was
a disappointing one. Such profits are of inter-
est however, because they show the ability of
the Company to withstand downward fluctua-
tions in the demand for its products. While
operating rates of various divisions differed
widely, total production amounted to less than
60% of the Company's estimated normal capac-
ity. In spite of this low rate of operation, it
was possible to earn a net profit for the year of
$1,084,000 (S.71 per share of common) after
providing a reserve for Deferred Income
Taxes of $1,120.000 ($1.22 per share). Sales for
the year were $35.667,000. These figures com-
pare with a 1953 profit of $2,855,000 ($2.63 per
share) after providing a reserve for Deferred
Income Taxes of $1,131,000 ($1.23 per share)
and sales of $52,212,000.

Most of the sales decline occurred in coke
and pig iron which were affected by the sharp-
ly curtailed operations of the steel industry.
Toward the end of the year, coincident with
an increase in the operating rate of that indus-
try, the demand for these products improved
markedly. Present indications point to a con-
tinued demand for coke and pig iron which
will support a profitable level of production
of these products. . ‘

Another encouraging aspect of the year 1954
from the financial point of view is the substan-
tial cash flow that has resulted from acceler-
ated amortization permitted under Certificates
of Necessity. This is explained under the
heading “Amortization and Depreciation.” As
of December 31, 1954, cash amounted to
$6,790,000, and the ratio of current assets to
current liabilities was 4.4 to 1. The mainte-
nance of this very satisfactory financial posi-
tion was aided by the sale, in May, 1954, of an
additional $700.000 of 374% bonds.

Capital expenditures for the year were pri-
marily directed toward the improvement and
in some cases the enlargement of existing
facilities. While it is believed that our operat-
ing facilities in general are in excellent condi-
tion, the normal replacement of worn-out
equipment must be periodically undertaken.
There aliso arise opportunities to eliminate

March 1, 1955

bottlenecks in various operations, thereby in-
creasing capacity at a relatively low cost.

Quarterly cash dividends of §.25 per share,
aggregating 31.00 for the year, were paid on
the Common Stock. Owing to the low 1954
earnings, your Directors did not deem it advis-
able to declare any extra cash or stock divi-
dends at thé year end.

AMORTIZATION AND DEPRECIATION

Your Company, like many others, has ob-
tained Certificates of Necessity which permit,
for tax purposes, rapid five-year amortization
(accelerated depreciation) of the cost of most
of the new facilities under our recenctly com-
pleted $23,000,000 plant expansion program.
As was explained in the 1953 Annual Report,
if such accelerated depreciation were deducted
from current earnings reported to sharehold-
ers, they would be distorted and not properly
comparable with the past.

The Company is following the procedure
approved by the American Institute of Ac-
countants that only normal depreciation
over the useful lives of plant facilities be re-
ported in profit and loss statements. In addi-
tion, in accordance with such procedure, a

Intensified research in 1954 assisted the Activated Carbon
Division in its market expansion and diversification program.

i A B
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Provision for Deferred [ncome Taxes is being
made to cover taxes payable after the end ot
the five year period when plant facilities will
have been entirely amortized and the applica-
ble depreciation thereon taken for profit and
loss purposes will not be deductible for tax
purposes. ,

Total amortization permitted under Certifi-
cates of Necessity together with normal de-
preciation for 1954 deductible for income tax
purposes amouated to $4.358,000. Of this,
$2,021,000 represents the normal depreciation
shown in the attached Statement of Profit and
Loss and the balance of $2,337,000 is the excess
of amortization over this depreciation. The
amount provided for deferred income taxes
because of the amortization being deducted
in computing taxes amounts to 51,120,000 and
represents a current cash saving on account
«l:f taxes which are, in effect, postponed until
ater.

THE DIVISIONS
ACTIVATED CARSON DIVISION

Prior to 1954, the Company obtained a Cer-
tificate of Necessity in the amount of 32,260,000
which permits the amortization for tax pur-
poses of 75% of the cost of new activated car-
bon facilities over a five-year period. It is
planned that construction of these facilities
will be undertaken in a number of separate
steps because of improvements that are being
developed in the manufacturing processes.
The first of these steps, and also the smallest
in amount of expenditure, was completed in
1954 and is currently being put in operation.
It is anticipated that this will not only pro-
vide a small increase in productive capacity,
but will also improve product quality and may
lead to reduced manufacturing costs in the
later phases of the program.

The Division continued its broad efforts
toward further expanding and diversifying its
market outlets. An achievement toward this
goal was the development, in close coopera-
tion with an engineering company, of a new
type furnace. This furnace will make much

*less costly the reactivation of our activated
carbon at the consumer’s plant.
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The Company is very active in the agricultural chemicals
field, which appears to have excellent long range prospects.

'}AGR!CU»LTURAL CHEMICALS DIVISION

Your Company has developed an outstand-
ing agricultural chemicals sales organization
and has maintained a strong position in this
extremely competitive field. While the long
range outlock for the growth in the market
for agricultural chemicals seems to be excel-
The Cement Division of the Company aftained new. sales rec. lent, the industry in recent years has been
ords in 1954, both in dollars and in barrels of cement shipped. faced with the problem of an aversupply of

some products coupled with a variable demand
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The Company entered into the praduction of high quality fouridry coke in 1954, Being the only
producer of foundry coke in the areq, its long term prospects in this field appear very favorable.

. Farbenfabriken Bayer of Leverkusen, Ger-

caused in large measure by unpredictable
weather conditions. Recurrent price weak-
nesses have thereby been brought about which
have adversely affected profits.

This Division has recently entered the re-
eail market with a unique type of household
fly killer which will be extensively marketed
through drug. food and department stores.
The current program is a natural outgrowth
of its regular agricultural chemical business,
and the Company may find it advantageous to
enter further into this area in the future.

The Division continued to produce organic
phosphate insecticides for Chemagro Corpo-
ration. in which it has a joint interest with

et —,

;

many, and Geary Chemical Corp. The activi-
ties of this jointly owned Company have pro-
ceeded satisfactorily and appear promising
for the future.

CEMENT DIVISION

This Division made a new sales record in
both total dollars and number of barrels of
cement that were shipped.

Since our introduction of Portland Pozzo-
lan Cement (blast furnace slag type) to the
construction feld in 1938, this material has
grown so in popularity that four other com-
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anies are now manufacturing it for all types
3f construction work. An even greater number
of companies are interested in manufacturing
this product but are limited by the availability
of granulated blast furnace slag in their imme-
diate producing areas. The growing iaterest
in Portland Pozzolan Cement will, we believe,
enable it to capture a greater share of the total
market.

Inasmuch as the total demand for cement
shows signs of remaining strong for several
years to come, we are conducting an intensive
study of our plant and markets to determine
the desirability of further increasing capacity.

COAL CHEMICALS DIVISION

An aggressive sales organization and our
continuing efforts toward being a reliable sup-

lier enabled a number of our coal chemical
plants to operate at capacity. The result was
an excellent earnings record for the Division
in 1954,

The Division is responsible for a rather

varied group of chemicals, most of which are
initially derived as by-products from the Com-
pany’s own coke oven operations, although 2
substantial quantity is also purchased from

other companies. Because we have these alter-

nate sources for raw materials, there was no
serious curtailment in the operations of aay

plant arising from lack of an adequate supply.

Coal chemicals have many industrial uses
including the manufacture of plastics, syn-
thetic fibers, paints, and pharmaceuticals.
These industries are in 2 sound growth trend
and the outlook for coal chemicals is excelleat.

The high level of activity in the construction field led
to a continued good demand for mast of the ¢om-
pany’'s concrete products.

A modern new Fine Chemicals Division laboratery and warehouse, completed in Spartenburg, S. C.,
in 1954, enables the division, to give fast efficient service in the hean of the textile industry.
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Recent increased demands of the steel and foundry industries
for Neville Pig lron have necessitated the operation of hoth of
the Company’s blast furnaces.

COKE DIVISION

The decline in steel operations curtailed the
production of furnace coke during most of
1954. Demand increased sharply toward the
end of the year with the result that the Com-
pany's coke producing facilities are now being
operated at a near capacity rate.

During the year we initiated the production
of a high quality foundry coke in order to
reach a more diversified and broader coke
market. This coke, whicH is sold to the
foundry trade, has met with very favorable
acceptance. Your Company is the only pro-
ducer of foundry coke in the area, and has
a most promising long-term position in this
field.

CONCRETE PROOUCTS DIVISION

Demand for products of this Division in
1954 was well supported by the large amount
of construction in the Pittsburgh district
Continuation of this construction activity and
a probable further increase over the next few
years in the building of public works indicate
a strong future market for concrete pipe and
other concrete products.

A new plant was brought into operation
last year for the manufacture of roof slabs
from cement and expanded vermiculite, 2
lightweight aggregate. Because these slabs

can be erected rapidly and at low cost. they
have been enthusiastically received by the con-
struction industry.

FINE CHEMICALS DIVISION

The Fine Chemicals Division, through its
second year of manufacturing products for
the textile trade, has made good progress un-
der difficuit market conditions. While there
has been a distinct improvement in the last
six months, textile manufacturers operated at
a low rate for the greater part of the year. In
addition to an oversupply of domestic dye-
stuffs, an increasing amount of foreign com-
petition adversely affected the profitability
of the Division. On the other hand, steady
progress has been made in gaining recognition
for the Company in an entirely new field. Our
dyestuffs are of highest quality and fully equal
to the products of competing manufacturers.

A new laboratory and warchouse has been
completed in Spartanburg, South Carolina,
and is now in full operation. This will aid
sales by providing us with the ability to give
immediate service in the heart of the textile
industry.

The Division is now in the process of ex-
tending its product line to include organic
pigments, some of which have just recently
been offered on the market.

PIG IRON DIVISION

The first half of 1954 brought a severe de-
cline in the pig iron requirements of the steel
and foundry industries. Near the end of the
year however, a sufficient return of demand
necessitated the use of both Neville Island
furnaces. During nine months of 1954 only one
furnace had been in blast.

Indications are that the demand for pig iron
will soon approach its normal level. The farm
imiplement industry has completed inventory
adjustments and is projecting high produc-
tion schedules and sales for 1955. Operations
of the construction industry are continuing
at a record rate and it appears that steel pro-
duction will maintain its present level for a
large part of the year.

With two blast furnaces at Neville Island,
the Company is able to il a sizeable portion of
the merchant iron requirements of the Pitts-
burgh district. It is fortunate that the Com-
pany's largest pig iron customer is located
close to our plant so that iron can be delivered
in molten state. Your Company is the only
producer of merchant pig iron in the district.
We believe that normal long-term demand will
profitably support both furnaces.
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“eet the steadily in-
tiag demand for
Burgh PX Plasticiz-
" products such as
‘1l sheeting, the
Picizer plant oper-
*? well gbove nor-
* apacity during the

In an effort to broaden its merchant pig iron
market. the Division was successful in becom-
ing one of the first producers of a special iron
for use in the new and versatile ductile iron

castings..
PLASTICIZER DIVISION

Last year the Plasticizer Division made an
outstanding record. The concentrated empha-
sis that has been placed on sales activities has
caused a continuing increase in our share of
the plasticizer market. To meet this demand,
production has been raised to a point well
beyond what was earlier thought to be the
normal capacity of our plant. The continued
expansion of the plastics industry makes it ap-

ear desirable to again enlarge our facilities to
allow for still greater growth.

A new plasticizer, Pittsburgh PX-114, was
introduced just prior to 1954 and has been well
received by the trade. This now constitutes
one of the Division’s major products. Your
Company is also the first to announce that one
of its present plasticizers has received Food
and Drug Administration approval for certain
nontoxic applications such as vinyl film for
food packaging. This will create a broader
market for this material.

Other interesting new plasticizers are being
developed and we are endeavoring to expedite
this progress in order to be able to offer one or
more of them commercially during the year.

yeer.

PROTECTIVE COATINGS DIVISION

Sales of the Protective Coarings Division
were at a good rate although lower than the
previous year. This decline was caused by re-
duced gas and oil pipeline construction.
Profits of the Division continued to be satis-
factory. .

A new product known as "Hotline Enamel”
has been added to our hot-applied protective
coatings line. [t has met with a high degree of
immediate success and shows evidence of mak-
ing a significant contribution to profits.

Additional development work and sales ef-
fort on cold-applied tar base coatings resulted
in a fucther sales increase for these materials.
A new product known as “Pitt Chem Tarset”
was also added to the line. While it has been
introduced on only a limited basis, it appears
to have a wide variety of uses.

It is anticipated that construction in the oil
and gas industry will remain active and the
business of this Division will likely continue
at a profitable level in 19355.

LABOR RELATIONS

Wage rates were increased in keeping with
the industry pattern. No work stoppages have
occurred and it is believed that a satisfactory
relationship exists between your Company and
its employees.
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Newest addition to Great Lakes’ fleet of boats is the RICHARD M. MARSHALL, which helped bring

dbout improvements in operating costs in

GREAT-LAKES STEAMSHIP COMPANY, INC.

The total tonnage of iron ore, coal and grain
transported on the Great Lakes during 1954
was substantially reduced from the previous
year. Although Great Lakes Steamship Com-
pany's tonnages were also reduced, the com-
pany produced a net profit of $574,000, in com-
parison with approximately $900.000 in 1953.
On its investment in this 61%-owned subsidi-
ary your Company received dividends amount-
ing to $189,000 and its equity in undistributed
earnings increased by an additional $143,000.

Even though the total capacity of the fleet
was not fully utilized in 1954, the addition
of the new boat, the Richard M. Marshall,
which was constructed in 1953, brought about
an improvement in operating costs. With the
present upward trend in the steel industry, 3
profitable year is forecast: for Great Lakes
Steamship Company in 1955.

#

It is with a deep sense of loss thac the Com-
pany records the death on December 2, 1954 of
one of its Directors, Allen Stewart Davison
who, together with his father, founded this
Company in 1928. Mr. G. E. Dignan, Vice
President of the Company, was elected a Di-
rector to fill the vacancy on the Board.

SRS

THE FUTURE

Your Company has just completed a year
during which there occurred a very sharp de-
cline in demand for some of its major prod-
ucts. In spite of the fact that this decline took
place at a time when the Company had just
finished a.$23,000,000 expansion program. it

1954. The fleet transports iron ore, coal and grain.

The gas and oil industries consume g maijor portion
of the products of the Protective Coatings Division.

was possible to end the year with a profit. The
earning of a profit under such adverse condi-
tions demonstrates the Company's ability to
withstand severe reductions in the demand for
some of its products and shows the funda-
mental strength of its diversified operating
and marketing position.

Business conditions have improved rapidly
in the early part of 1955. It is believed that
this year will be a successful one for the Com-
pany and permit substantial continued prog-
ress.

By Order of the Board of Directors

J. H. HILLMAN. JR. R M. MARSHALL

Chairman of the Board President




PITTSBURGH COKE & CHEMICAL COMPANY

AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF PROFIT AND LOSS and
EARNINGS RETAINED IN THE BUSINESS

Years Ending December 31, 1954 and December 31, 1953
1954 1953
Sales and revenues:
Gross sales and earnings. less discounts, outward freight, returns and allowances. . .. $35,667,000 $52.,212.000
Incerest, dividends and other income, net. ... cccoveicecscecrccnctsonssocsnnnanes 397,000 655,000
$36.064,000 $52.867.000
Costs and expenses: j
Cost of sales and operadng expenses, including maintenance and repairs of
$2.507,000 (1954) and $2,954,000 (1953)....cci0vecnenrcncncrccncactacnccancns $27,660,000 $40,308,000
Selling and administrative expenses............. eeeeecesettateccarasanastssasaan 3,195,000 3,158,000
Depreciation (Note §)..cccieineerercnrecccsansscansas tesnsesssacsnsescssressan 2,021,000 2,093,000
Taxes other than Federal and state income taxes.........cccvirvectnccecaacss s 606,000 604,000
Interest and amortization of discountonlong termdebt. ... ...cviiiiiaiiniiia, 569,000 6§13.000
Provision for possible losses on collection of accounts receivable.............v...e 18,000 60,000
' $34.069.000  $46.837.000
Profit before inNCOME tAXES. . .ovenuvererceoacnaanoccncocroasssssansassssssss $ 1995000 $ 6.030.000
Provision for income taxes:
Current taxes:
Federal income (refund for 1954) ..................... eseccsecsne coneseesan ($ 218,000) S 1,391,000
State incorme .......... eesssaae e 9.000 153,000
. ($ 209.000) $ 2,044,000
Deferred taxes (Note 5):
Federal income .......... ceesens tesseseacse esecee eesecesccsranttanssinanns 1,057,000 1,044,000
SERLE IMCOMIE . .ovvvenerencenacosocacsscssssnsasasanssassssassscsssorcssace 63.000 87,000
$ 1,120,000 $ 1,131,000
Total current and deferred inCOMe TAXES.. ... vuuuuirernncnrrnanaoneocsostuscincianes $ 911000 S 3.175.000
PROFIT FOR THE YEAR.........c.. ceccsevacssencasasene cesccenas $ 1,084,000 $ 2.855,000
Earnings retained in the business at beginning of year....cveeureureracncocrannsccnens 13.512,000 12,566,000
: $14.596.000  $15,421,000
Cash Dividends:
$5.00 Preferred Stock, $5.00 per share..........ceee.. ceereaseanneeass peeeecennns $ 155000 § 159,000
$4.80 Preferred Stock, $4.80 per share..... esesescnasansases teccsssssccasecasanes 282,000 285,000
Common Stock~1954, $1.00 per share; 1953, $1.25 per thare ....................... 917,000 1,104,000
Stock dividend on cammon stoek—z% (16,907 abara at $20 per share and cash in lieu
of fractional shares) ......... cescacccsascacsasoes cessescccsne cevesssstenssanaans e 361.000
$ 1,354,000 $ 1,909,000
Earmings retained in the business at ead of year............ teeeencecstecansecscnnanes $13.242,000  $13.512,000
EARNINGS PER SHARE OF COMMON STOCK................ $ 21 S_______ég

(See Notes to Financial Statements)
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PITTSBURGH COKE & CHEMICAL COMPANY

AND SUBSIDIARIES

Consolidated Balance Sheet, December 31, 1954

ASSETS

CURRENT ASSETS:
Cashinbanksandon hand. .. ... cciveieriiiiiirerecnranncsssasnniscenssncanns $ 6,790,000
Accounts receivable, less reserve of $260,000. ..........ciiiiiiiiiiiiiiiinaeaetenn 3.273,000
Inventaories (Note 1): 1
Finished goods .......cciviiiiinirrencecciicaecnaes reseses $ 6.578.000
Work in ProCess. ...uceeececevansossoscansasosnssosnanssoane 370,000
Rawmaterials .. ... ..ccuuvinnicirnncasrosncconosscscsnrennnn 4,417,000
Supplies .....ciiiiiiieiniriiientinoann eteevesosnvoannanecnns 1,526,000 12,891,000
Estimated refund of prior years’ income taxes (net)........coiveeunincrcasnioanes 221.000
Total Current ASSetS......ooveveeeeaerennsnnnen et eteeeaeanaenaaas et erereeesanne. $23,175,000
INVESTMENTS. AT COST (Note 2):
Great Lakes Steamship Campany, Inc. ...... eens e tvencancannssonsesacnnaancens $ 3,830,000
Other affiliated COMPAMIES. . oouueeeeeceeaaacrsscsccooecarceosesnssansnosessanen 660,000
MisCellaneous . ....occevetecccencacssarscessssososcacasseccacsosacsssscnassssse 298,000 4,788,000
FIXED ASSETS, AT COST:
Land ...eiiiiiiiantecctenatesctesnscsecanrrnesetsssesstararrosoarasacaas eeeas $ 1,147,000
Buildings, machinery, equipment, €tC. ...ccvoceeenecnnccccarsconn $47,493.000
Accumulated depreciation .......ccc0eeienaececccnan evneeenes 18.308.000 29,185.000 30,332,000
DEFERRED CHARGES AND PREPAID EXPENSES. . .c.iiiiiiiticientriorcassascocssconces 419,000
) $58.714,000

NOTES TO FINANCIAL STATEMENTS

Note 1: Inventories in the amount of $4.933.000 are valued at cost determined on the last-in, frst-out basis. The

remaining inventories are valued at the lower of average cost or market prices.

Note 2: The equity of the Comgany in the net assets of Great Lakes Steamship Company, Inc., as determined from
financial statements, exceeds its investment therein by approximately $1,666,000 and the Company's equity
in the earnings for the year ended December 31, 1954, exceeded dividends received by $143.000. The boak
value of the underlying net assets applicable ta the other investments, a3 determined from financial state-

ments, is approximately equivalent to the amount of the investment.

Note3: The payment of dividends on common stock is restricted under the terms of bank loans and of the $4.80
preferred stock. The amount of earnings retiined in the business at December 31, 1954 free from such re-

strictions is $5,604,000,

Note 4: The Company is obligated to set apart on its hooks.‘each April 30, a purchase fund for the purchase for

retirement and cancellagon of serial preferred stock The remaining portion of the amount set aside on
April 30, 1954 was $59,000 at December 31, 1954. The amount to be set aside on April 30, 1955 is $60.000.

Note §: The Company has obtained Certificates of Necessity from the United States Government with respect to

certain plane facilities and is amortizing the certified portion of the cost of these facilities over a five-year
period for income tax purposes. However, only normal depreciadon on these facilities is being charged
against earnings. The excess of the tax amortization over normal depreciation results in temporary ax
benefits which have been charged against eamings and credited to Reserve for Deferred Income Taxes.
The amount so deferred will be taken into earnings over the remaining useful lives of the facilities com-
mencing upon expiration of the five-year tax amortization period.

Note 6: Employees, upon retirement, are entitled to pensions under 2 non-contributory pension plan. The estimated

cost of pensions is charged to income as employees become eligible to retire and the pensions are f
over a five.year period from that date. The pension costs, included with operating expenses, were $30,600 for
1954 and $33,900 for 1953.
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PITTSBURGH COKE & CHEMICAL COMPANY

AND SUBSIDIARIES

’Consolidavted Balance Sheet, December 31, 1954

LIABILITIES
CURRENT LIABILITIES:
Accounts Payable—trade. ... ...cuiierieeiieuerrantancstasietcetiroesitinanesssasarasiatcene $ 2,883,000
Accrued Payrolls ... ...itiiieeiioiiartiiioiiteeoiesitecttcatenoansiasniaasacatnne eereersens 241,000
Long term debt due withina year.........cevvnvennenen eeaesescenias eeerecencssans ermeerenees 1,722,000
e T T O RTREE: 401,000
Total Current Liabilities. ... ..oouuiieeiiiiernennrocensnioctetaetieseroneesesecanssanranse $ 5,247,000
LONG TERM DEBT:
First Mortgage Bonds Authorized.............iciiiieaniiiaans $10,000,000
First Mortgage Bonds, 314% Series, due November 1,1964.............. DU $ 8,849,000
Installment notes payable—banks—314% due July 1, 1957 payable in three equal
semi-annual installments of $375,000 commencing January 1, 1956 and final pay- :
ment of $2,000,000 on July 1, 1987, ... 0. iiiireeiaianiincncncnsen eencecaeasanss 3,125,000
Installment notes payable—other—3% due July 1, 1958 payable in approximately :
equal monthly installments commencing January 1, 1956........couininan.ne 1,408,000 13,382.000
RESERVE FOR DEFERRED INCOME TAXES (Note §)...ccncieerieccinnecaanecncarcacecnnas 2,301,000
QTHER RESERVES ....icttenteneccanccacscscnans eesssscecan Ceveeceaccecananas sesereensacein 629,000
CAPITAL SHARES AND SURPLUS:
Serial Preferred Stock—Cumulative:
Authorized 117,310 shares without par value:
$5.00 Preferred Stock (redemption value, $108 a ghare; liquidation value,
$100 a share): -
Authorized 48,710 shares-—issued 33,462 ghares........cccoeeceencanss $ 3.206,000
$4.30 Preferred Stock (presendy convertible into Common Stock at the
rate of $33.75 a share; redemption value, $102 a share; liquidation value—
voluntary $102 2 share, involuntary $100 a share): :
Authorized and issued 58,600 shaces.............. weveneee eeenaecans 5,684,000
Cammon Stock:
Authorized 1,200,000 shares without par value:
Issued 977.761.34 shares, stated 28, ...cccccrvecroccecnncacnatoronccesens 15,200,000
Capital surplus (increased $19,000 during 1954 by reason of retirement of Preferred .
Stoek) .iiiiecincannnns cecesesene teessacesaestesctasensacasesonrrisassisses 604,000
Eamings retained in the business.........c.ou0e teeaceecsecassarssnsessconnonans 13.242.000
$37,936,000
Capital Stock in treasury, at cost:
$5.00 Preferred Stock— 2,520 shares...... cesescsssessacerasacas $242,000
Commeon Stock 50,854 shares.....cc.00. vessssesces cosass 539,000 781,000 37.185.000
i $58.714.000

1




Price Waternouse & Co.

140 STANWIX STREET
PITTSBURCH 22, PA.

February 18, 1955

TO THE BOARD OF DIRECTORS
AND THE STOCKHOLDERS OF
PITTSBURGH COKE & CHEMICAL COMPANY

In our opinion, the accompanying consclidated balance sheet and con-
solidated statement of profit and loss and earnings retained in the business
present fairly the financial position of Pittsburgh Coke & Chemical Com-
pany and its subsidiaries consolidated at December 31, 1954, and the results
of their operations for the year then ended, in conformity with generally
accepted accounting principles applied on a basis consistent with that of
the preceding year. OQur examination of such statements was made in ac-
cordance with generally accepted auditing standards and accordingly in-
cluded such tests of the accounting records and such other auditing pro-
cedures as we considered necessary in the circumstances.

.N

PRICE WATERHOUSE & CO.
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PITTSBURGH COKE & CHEMICAL COMPANY
AND SUBSIDIARIES

Divisions and Their Products

Coal Chemicals Division

Ammonium Sulphate
B8enzol—Nitration

Creosote

Cresol, meta, para- and ortho-
2,4-Oichlorophenol

Hydrochloric Acid

Isanicotinic Acid

Maleic Anhydride

Naphthalene

Phenol: -
Phthalic Anhydride

Picoline, alpha- and beta, gamma-
Pyridine (2°)

Sulfuric Acid—64° and Oleum
Tar—Road

Toluene

Xylene,—10°, 5° and 3°

Xylenol

Agriculturcl Chemicals Division

W Benzene Hexachloride
JNXoxaphene
A DOT
Parathion Wettable Powders
W Parathion Liquid Concentrate

Plasticizer Division

PX-104 DiButyl Phthclate
PX-108 DilsoOctyl Phthaiate
PX-114 Decyi Butyl Phthaiate
PX-118 1s0Octyi Decyi Phthalate
PX-120 DilsoOecyl Phthalate
PX-138 DiOctyt Phthailate
PX-208 DilseOctyl Adipate
PX-209 DiNonyl Adipate
PX-220 DilsoDecyl Adipate
PX-238 DiOctyl Adipate
PX-404 DiButyl Sebacate
PX-438 DiOctyl Sebacate
PX-800 Epoxy

PX-917 TriCresyl Phosphate

Activated Carbon Division
Granular Carbons Far

Solvent Recovery Corn Sugar Refining
Catalysts Catalyst Supports

Gas or Liquid Purification Air Conditioning
Water Conditioning.
Pulverized Carbons For

General Purification
Refining and Isolation

b SYSfox ° °_o
Are2,4-D Acid Neville Coke Division
7«: 2,4-0 Amine Concentrates ‘ Domestic, Foundry, industrial, Metallurgical
w 2,4.0 Ester Formulated Concentrates Coke

95 Ester Weed Killer D-4 (Low Volatile)
“a 2,4,5-T Formulations

A)cC.4 Pre-Emergence Weed Killer (Chloro IPC) Green Bag Cement Division

A3 Cotton Sprays and Dusts

Protective Coatings Division

Pipeline Coatings
Maintenance Coatings
industrial Coatings

Fine Chemicals Division

Vat Dyes
Pigment Colors

Portiand Pozzolon, Waterproofed, Portland,
Green Bag Mortar Cements

Neville Pig Iron Division

Basic, Bessemer, Intermediate Low Phosphorus,
Foundry, Maileable Pig lron

Neville Concrete Pipe Company

Culvert and Sewer Pipe, Concrete Block,
Dox Floor, Roof Systems and Zonatile
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FINANCIAL
AND
OPERATING

EMPLOYEES

SHAREHOLDERS ﬁ

(’

Net Eomings—Tatel .........ccccoeeene.. B
Net Earmings on (Omman S1BcK. . ...eevesevenvenceserennsnnsseseenseseesanens

Per Share of Common Stock......ccecenenncecinnnens feeeteriacaeiianonns
Dividends paid on Preferred Stock............ ceesecrentetenteatsacearitasnnns
Qividends paid cn Commen Steck...... N

Per Share of Common Stock.......... teceecceenstactacacsansvostocansens
Lland, buildings and equipment (9rsS).....ccveeecaccccnne. veseseasss ceacesnes
Working capital at end of year........ccorecnnmenianiiiiiiiieeiiinianeaen

Number of employees at end of yeor.......... ceceseneseceseecenoatecansrnnane
Totel Wages and Salaries.....ccoceeeeen.. sescessescessescacsananes eeseceane

Assats employed for each employee. .....ceveeencncas weseseersateatesasencaans

Number of Preferred sharshalders at end of year....... seesecearscnceserassncnes
Number of Preferred shares eutstonding. . ... seceensens eecsecoaceuenns ceeeranans
Number of Comman sharsholders at end of yeof. .cocceccconcnennn. cevencctorenns
Number of Commen shares outstonding...... ceemas teactsesceatsscasecsaniarens

1955 495
$56,572,000 $35.667,000
4,478,000 1,517,000
3093000 1,084,000
2,647,000 §47,000
134 n
445,000 437,000
1,217,000° 917,000
12 1.00
49,289,000 48,640,000
73,093,000 17,928,000
1925 1,681
$10,378,000 $8,874,000
$33,531 $34,928
1,548 131
92,062 89,542
4102 1419
1,129,401 916,907
$34,196,000 $28,201,000
$30.46 $30.76

Per share of commen stock ourstanding. . .occouceccecceicitarccacciianaan

® Plus 2% Steck




TO THE SHAREHOLDERS OF

PITTSBURGH COKE & CHEMICAL COMPANY

Financial : The year 1955 saw the achievement
of 2 new sales record of $56,572,000 by
your Company. Net carnings after taxes were
$3,093,000, or $2.34 per share of common
stock, and were approximately three times those
of the previous year.

Of particular interest is the fact that the Com-
pany generated cash through earnings and de-
preciation in the amount of $5,407,000, amount-
ing to $4.79 per share of common stock, which
is substantially in excess of any prior year. In
addition a provision was made for deferred
income taxes, not currently payable, in the
amount of $1,175,000, equivalent to $1.04 per
common share.

In the first half of the year the Company
retired in full its bank debt amounting to
$3,875,00Q and long term debt was reduced to
less than 20% of capitalization. Working capi-
tal reached an all time high of $23,093,000,
including cash in the amount of $11,217,000.

The regular dividends were paid on the $4.80
and $5.00 preferred stocks. Quarterly dividends
of 5.25 were paid on the common stock and
extra dividends of $.25 in cash and 2% in stock
were distributed at year-end.

In connection with the amounts committed

LN

Marcch §, 1956

for expansion the Company offered for public
sale in December an.additional 160,000 shares
of its Common Stock and realized from that sale
approximately $4,000,000. ,

In order to effect stock transfer tax savings
for the benefit of holders of Common Stock, a
change from no par value Common Stock to a
$10 par value will be presented for approval
at the annual meeting to be held April 3, 1956.
If approved, such change will reduce federal
transfer taxes on 100 shares of Common Stock
from $6.00 to 60¢ under present laws.

Expansion Plans: Throughout the year de-
mand for several of the Company's products
was substantially in excess of capacity. In order
to meet the demand for certain of these products
$4,000,000 has already been allocated to plant
expansion for 1956. Of this amount $3,000,000
will be used to double the Company’s capacity
for production of Phthalic Anhydride, a versatile -
chemical product which is used by the plastics
and paint industries and which is also a basic
raw material for the production of the Com-
pany's own plasticizers. The capacity of the
Cement Plant will be increased early in 1956 to
2,000,000 barrels per year, an addition of
400,000 barrels. Several other new projects are

Pittsburgh Coke & Chemical Company

NET SALES

Ten Years—1946 through 195S

In Dollare

48,000
20,598,000 2.8

17,183.000
12,029.000

E

36.012,000

* 52,212,000 E

38700,000

1946 1947 1948 1949

1951 1952 1953 1954 1955
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under study which may also be started during
the year.

Constructive steps were taken to efiminate
unprofitable product lines and are discussed in
detail later in the report.

Research: An aggressive rescarch program is
being carried on and the number of technical
personnel assigned to product and process de-
velopment was increased during the year.

Labor Relations: Wage rates were increased
effective July 1, 1955, following a general in-
dustry adjustment. There were no work stop-
pages during the year and a satisfactory rela-
tionship continues to exist between your com-
pany and its employees.

Personnel: At a meeting of the Board of Direc-
tors on June 10, 1955, J. H. Hillman, J¢., for-
merly Chairman of the Board, was elected
Chairman of the ‘Finance Committee. R. M.
Marshall, formerly President, was elected Chair-
man of the Board, and Henry L. Hillman, for-
merly Executive Vice President, was elected
President. R. M. Moore, Vice President—Sales,

was elected to the Board of Directors. J. W.

Adams and R. R. Lucas were elected Assistant
Treasurer and Assistant Controller, respectively.
C. R. Sizemore, Plant Manager, was elected
Vice President in September.

<

G. E. Dignan formerly Vice President-—
Operations and W. S. Scotr, Vice President,
retired in the fatter part of the year, after many
years service with the Company.

Qutlaok: Your management feels that the

‘Company is in an excellent position to continue

the pattern of growth of recent years during
which sales have increased to more than 400%
of the Company’s sales volume of ten years ago.

Prospects for 1956 appear to be generally
quite favorable. Operations are presently at a
high level and indications are that the current
level will be maintained at least through the
fiest half of 1956. '

The management wishes to thank its share-
holders, employees, customers and suppliers for
their loyal support during the past year.

By order of the Board of Directors.

R. M. MARSHALL
Chairman of the Board

L. e

HeNrY L. HiLimanN
President

16.965.000

Pittsburgh Coke & Chemical Company
TOTAL ASSETS

Ten Years—1946 through 1955

In Qollars

32,012,000

17.347.000
12096000 12983000

54,924,000

' 61,686,000
60,065,000 4 ” $8.714.000
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Review of Operations

Basic Group

The Coke and Iron Division was formed in
1955 by consolidating the former Coke and Pig
[ron Divisions in order to provide for greater

efficiency in planning and operation of the two

closely related areas.

A return during the year of strong demand
for pig iron and coke in both the steel and
foundry industries gave the division its first op-
portunity for extensive operation of its new
blast furnace and supporting coke ovens, the
construction of which was completed in 1953.
As a result both blast furnaces at the Neville
Island Plant were operated throughout the year,
Demand for pig iron was particularly good in
the ingot mold, cast iron pipe, automotive and
agricultural equipment fields.

The coke ovens operated at rated capacity.
The division’s coke marketing position was sub-
stantially strengthened during the year by in-
creased demand for high quality Neville Foundry
Coke which was first introduced in the latter
half of 1954 and by the addition of a long term

frong demand by the automactive, agricultural equipment and
mher industries provided a ready market for Neville Foundry
Coke in 1955,

coke sales contract with a steel company.

The division was able in 1955 10 increase
both coke and pig iron prices sufficiently to
cover increases in raw material and labor costs.

The Cement Division again set new records
in sales. production and shipments. By operating
the plant somewhat above normal rated capac-
ity the division was able to ship approximately
1,700,000 barrels of cement.

A plant expansion program is currently undec-
way which will increase 1956 cement production
capacity to approximately 2,000,000 barrels
per year through investment of $500,000. This
represents an approximate 25% increase in
rated capacity.

Prospects for 1956 cement sales are excel-
lent. Qur Portland-Pozzolan Cement is in strong
demand and a substantial river dam and munici-
pal building program is under-way in the Pitts-
burgh area.

The Neville Concrete Pipe Co. Division en-
joyed a good year in 1955 in its standard con-
crete pipe products and made additional prog-

Increased activity in the nation’s steel and foundry industries
kept the Company’s blast furnaces at Neville Island operating

at high levels throughout the year.




ress in the developmez-~t of markets for its spe-
ciaity building proaucts including lightweight
roof <labs and prestressed beams constructed
of concrete block.

The division has formed a joint venture,
Allegheny Concrete Pipe Associates, with the
American-Marrnietta Company for the purpose
of manufacturing and supplying concrete pipe
for the Allegheny County Sanitary Authority
sewer system. Construction of this system will
involve more than sixty miles of lines at a cost
of over $80,000.000. Work is expected to start
in the Spring of 1956 and to extend over the
next thirty months.

Chemical Group

The Activated Carbon Division made sub-
stantial progress in 1955 in expanding com-
mercial applications for its coal based activated
carbon. T

Originally developed for the government’s
use as a gas mask adsorbent, the division’s

activated carbon is being used by an increasing.

number of industries in their manufacturing
operations.

Piusburgh’s activated carbon has been suc-
cessfully used in the corn sugar refiming industry
for several yedrs. Dyning 1955 a long term pro-
gram of research and cooperation with the sugar
industry culminated in introduction of our car-
bon into cane sugar refineries. As a result the
potential market for the division’s product has
been broadened.

An intensified sales effort during 1955 also
resuited in a very substantial increase in the di-
vision's sales to the chemical industry.

Commercial sales of activated carbon have
now grown to the point where sales to the gov-
ernment make up a relatively small portion of
the division’s total sales although it continues to
be the primary source {or gas mask carbon.

The Indusirial Chemicals Division was cre-
ated during the year by consolidating the former
Coal Chemicals and Plasticizer Divisions. By
merging the activities of these interrelated di-
visions, it has been possible to increase sub-
stantially the division’s program for expansion
of markets and development of new products.

The coal chemical plants which produce es-
sential intermediate materials used in the manu-
facture of such products as plastics. paint and

After a record sales year in 1955, the Cement Division will increase ils output ta approzimately
2 million barrels in 1956 through a speed-up of its J00-ton, 175-foot-long kilns, one of which
is illustrated below.




The Company’s research program continued at an accelerating rate during the year. Additional
personnel were assigned to product and process development.

pharmaceuticals, operated at a high level
throughout 1955 and sales showed substantial
increases over the previous year. The division
will construct during 1956 a $3,000,000 plant
which will double its production of phthalic
anhydride, a product which is both used in the
division's own plasticizér production and sold
to others.

The plasticizer plant set a new record for
production. Sales of plasticizers increased very
substantially over 1954 which was in itself a
record sales year for Pittsburgh's plasticizers.
Sales of new plasticizers introduced prior to the
beginning of the year showed striking increases
and several new products were added to the
line during 1955. Further expansion of plas-




ticizer production is currently under study.
Prutecuve Coutings Division sales exceeded
expectations and were well ahead of 19354,
The Division is 2 major supplier of hot ap-
plicd enamels for use on oil and gas transmission
lines and is expanding its product line through
intensive resecarch and development work.
Sales activity in the division’s cold applied
coatings for protection of industrial plants and
equipment was increased during the year. The
response of the trade to such new products as
Pitt Chem ~Tarset” has been exceilent. Indica-
tions are that sales of industrial coatings will
become an increasingly important factor in the
division's total sales and in broadening its
marckgts. _
“The Agricultural Chemicals Division, al-
though it has established a national position
in its field and in particular has developed an

outstanding marketing group, has not been it

profitable. Several years ago the Company, to-
gether with Geary Chemical Corp. and the Ger-
man chemical company, Farbenfabriken Bayer
ot Leverkusen, formed Chemagro Corporation,

one third owned by each, for the purpose of

Steady demand for intermediate materials by the

paint, plastics, pharmaceutical and other industries

resulted in a substantial incregse in the sale of
Pittsburgh Industrial Chemicals in 1958,

PR

establishing markets in this country and Canada
for Bayer's agricultural chemical developments
in phosphate insecticides. Chemagro Corpora-
tion, although of limited size, has been profit-
able. In recent years it has become increasingly
evident that a well integrated company of sub-
stantial size and with particular strength in re-
search and sales could become outstandingly
successful in the agricultural chemicails field.

‘the American markets the agricuitural chemical
. products developed and to be developed through
. Bayer's outstanding research department. The
.voting stock of Chemagro Corporation will be
_held equally by Bayer and your Company.
‘Chemagro will become a sizeable and well bal-

. anced agricultural chemical company with ex-

"_cellent prospects. -

~For this reason your Company is in ]

, -w&w The Fine Chemicals Division has had a minor
L_wm Chemagro will sell in position in the dyestuffs field. Entry into this
field unfortunately coincided with a severe de-
' terioration of the price aad profit structuce of
the industry. Your management decided in 1955
that continued participation in this market under
such unfavorable conditions would be unwise.
Accordingly it has withdrawn from the direct
sale of dyestuffs to textile manufacturers. This
has made it possible to discontinue low volume
dyestuffs and to devote the manufacturing plant
to production of other special chemical prod-
ucts and to those dyestuffs which can be manu-
factured profitably for resale by others.

4

P

Production and sales of Pitt Chem protective coat-

ings were well ahead of 1954. A new cold applied

coating, “Tarset”’, enicyed an exceilent reception
in the petroleum industry.

Great Lakes Steamship
Company

Eamnings of the Great Lakes Steamship Com-
pany, Inc. in which your company owns the
majority interest, were $995,000, a substantial
increase over the $574,000 earned in the prior
year. The increased ecarnings reflect a substan-
tial increase in the tonnages of iron ore, coal
and grain transported during the 1955 season.

On its investment in Great Lakes. your
company received dividends in the amount of
$247,000. Its equity in the subsidiary was also
increased by an additional $237.000 as a result
of earnings retained in the business.




pITTSBURGH COKE & CHEMICAL COMPANY and SUBSIDIARIES

Consolidated Statement of lncome and

Iincome Retained in the Business

FOR THE YREARS ENDING DECEMBER 31,
S .
1985 1954
Sales and revenues: .
INEE SBIES . ovveivuenneronenosoonsenoaansennaeeascnonsansonasosenensnnenans $56,572,000 $35.667,000
== Interest, dividends and other InCOMIe, Net. . .. .uiitiiveinnnnrenecennasconsonannnn 625.000 397,000
’ e $57.197,.000 $36.064,000
siriey Costs and expenses: ’
ed Cost of sales and operating expenses, including maintenance and repairs of $3,327,000
and 82,507,000 . ...ttt iietia ettt e cararoctsc0tararaserraenan $42,895,000 $27.660.000
Selling and administrative expeases.......... ererceccecann R 3,974,000 3,213,000
Depreciation .........ccc0neuens s e eassescatatteracenactaneraorncasesannans 2,314,000 2,021,000
Taxes other than Federal and state incOmMe 1aXes. ... covuinnerneiennnnocnnecoenonn 822,000 606,000
Interest and debt disCOUNL. . ..o vt iveionennieireriioeeincnoeceseneesnoseconases : 443,000 569.000
‘ ' $50,448,000 $34.069,000
INCOME BEFORE TAXES ON INCOME.........ci00ncinvecennnnne. $ 6,749,000 $ 1,995.000
( Provision for current income taxes:
Federal (refund for 1954) . ... iiieunnieecncneneeeessoccanncnns seecsacesaann $ 2,278,000 $ (218,000)
Sl teiuiiiinaeiiieiit i itet ittt tattveesaaccctantecneocnacannoansnssasacen 203,000 9.000
- $ 2,481,000 $ (209.000)
INCOME BEFORE PROVISION FOR DEFERRED INCOME TAXES.... $ 4,268,000 $ 2.204,000
, Provision for deferred income taxes (Note 4): : .
2L T N $ 1,085,000 $ 1.057.000
SLAtE L.iiiieiiiiceeenen eeseeseenasecrenssanaeann s esererecterenaennn 90,000 " 63,000
T ' $ 1,175,000 $ 1,120,000
INCOME FOR THE YEAR..... caeene waeee eeeaes tetetacnciannnnenas $ 3,093,000 $ 1,084,000
Income retained in the business at the beginning of the year. ......ovevvevennnnnnan.. vee 13.242.000 13.512.000
$16.335,000 $14.596,000
Cash Dividends: ’
$5.00 Preferred Stock—$5.00 per share.............. eenenes eessestenrsesarane S 164,000 $ 155.000
$4.80 Preferred Stock—3$4.80 per share......... cecseccenn ceeeseraces ceccccacen 282,000 282,000
Common Stock—-$1.25 per share; $1.00 per share....... Ceeceeecnnstestenannanann 1.217,000 917,000
Stock dividend on common stock—2% (21.208 shares at $25.50 per shasre and cash in lieu of
fractional Shares)......viuvnenernianenocnascnacenne ...\ ...... ceesesene eecacese 567,000 ——
.. v s
i L“;\ ) $ 2.230.000 $ 1.354,000
Income retained in the business at the end of the year. ....... ceesceatsecerteneanenenas $14,105,000 $13.242.000
———————3 e
, EARNINGS PER SHARE OF COMMON STOCK (based on number of
shares qutstanding at the end of reSpective Yeart) ..o cceeececeroaconannn $ 2.34 $ U 4
(See Notes to Financial Statements)
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PITTSBURGH COKE & CHE‘MIC

ey

CONSOLIDATED

> waiw'»-

¥

'€
DECEMBER 31, 198s 4',,;'
ASSETS

1955 1954
CURRENT ASSETS: ~—
CaSh ceeinieeeeneer e et taiaarr e e eatans P $11,217,000 $ 6,790,000
Accounts receivable, less reserve of $260,000. .. ... 00ciiinieiiiiiiirrenreeroanan 5.329,000 3.273,000 .-
Estimated refund of prior years' iNCOME tAXES. . . vvvnnrnnreanneneeenneeannncnens 256,000 221,000
-4
Inventories (Note 1): B
Finished GOOGS «..ueurnnnnereerencaeroneccnncssosesasenssnsssasnnsosens 6.874,000 6.578.000 %
Work i ProCess. . .cveeeniiieeiieerisceeansanssenacasscscosssansnsssasacs 546,000 370000
Raw materials ....ocvvveiinirvansscecessoscccceasencesncacasacecsss sees 4,665,000 4,417,000 7
0T 1,387,000 1.526.000 #
Total Inventories ....ouvunnuiaiiaaaannnn cerenantans ceeeaanns veermean $13,472.000 $12.891.000 -
Total CUITEnt ASSEIS. ... .cueeeeeecessononannscerosacocacrsannnns $30.274,000 $23.175.000
INVESTMENTS AND ADVANCES. AT COST (Note 2): i
Great Lakes Steamship Company, Inc........cceenennn. e eeeareret e, 3,330,000 3.830.000 - %
Chemagro Corporation and other affiliated companies. ........ ceeerereeeeetennaas 1,361,000 © 660,000

Notes receivable and miscellaneous investments.......c.c... cresscaee cececsaanes 380,000 298,000 -
Total [nvestments .. ...ccvevnee wessesasanaens cetrerecectecsaanens $ 5,071,000 $ 4,788,000
FIXED ASSETS, AT COST: . *
Laod ...ooveenvnnnnns, eerrenennecaerenataeans eeeesessnenes ceeeranas ceeens 1,067,000 1147000 °
Buildings, machinery, equipment, etc., less accumulated depreciation of $20,413,000 ] .
and $18,308,000 .........uuenunnaniennonensesacnanens ceteseeteescececenes 27.809.000 29,185,000 .
Total Fixed ASSetS. .. ..eoeeeenceuarcrncasannes ceeteeessensaarens $28,376,000 $30,332.000 ¢

DEBT DISCOUNT AND PREPAID EXPENSES....... ceveeenane cetecetestsacaans 327,000 419.000
; e rereeneranens teeeeeveseannaanns rreeaans . '$58.714.000
TOTAL ASSETS $64.548.000 $58.71
(See Notes to Financial Statements)



'--OMF’ANV and SUBSIDIARIES

LANCE SHEET

cEMBER 31, 1984

LIABILITIES

19585 1954
CURRENT LIABILITIES:
Accounts payable—trade ... ... eeiiiiiiiiiieiestttitriratetiercanaanasannns © $ 2,450,000 $ 2,883,000
Accrued Payrolls .. ..cvviiiii ittt ettt ee e stasianeeenatrsnnnoas 468,000 241,000
Federal and State iNCOME taXeS. ... vvuiieeirusestassoasonssonsvessransasassees 2,418,000 ——
Long term debt due within a year............. feeeeeas et teieenetaeceeanreanans 1,198,000 1,722.000
Ot . ..eiiiiiiieniintitcreetconorsstacescnsscancnsnsossasnos tesesecesens 647,000 401.000
Total Current Liabilities. ........cocviiiinrnianens vae eeeenseas $ 7,181,000 $ 5,247,000
LONG TERM DEBT:
First Mortgage Bonds Authorized. .....cccvieanans cecescassantanas $10.000.000
First Mortgage Bonds, 334 % Series, due November 1, 1964, ..ccineiiincaransacces 8.148,000 8,849,000
Installment notes payable t0 Danks—=31890 . ..o vevenvarancacarscsoasssossssoaenss —C— 3,125,000
Notes payable to customers as material is delivered—13 %, payable in approximately equal
monthly installments commencing January 1, 1957—final due date July 1, 1958..... 1.012.000 1,408.000
Total Long Term Debt. . ..iveeiiiicciiaecteccrovanncenans R $ 9.160,000 $13,382,000
RESERVE FOR DEFERRED INCOME TAXES (Note 4)....cccocccecenscans eeeeonn 3,476,000 2,301,000
OTHER RESERVES .......c.ueun... ereneeaenies cereeneens reerrreeeeaaaeaaas 1,129,000 629,000
STOCKHOLDERS' EQUITY:
Serial Preferred Stock-~Cumulative (Note 3):
Authorized 240,000 shares and 117,310 shares without par value:
$5.00 Preferred Stock—-Authorized 48,710 shares; issued 33,462 shares...... 3.206.000 3,206,000
$4.80 Preferred Stock—Authorized and issued 58,600 shares............... 5,684,000 5,684,000
Common Stock. without par value:
Authorized 2,400,000 shares and 1,200,000 shares:
Issued 1,159,066.34 shares and 977,761.34 shares,stated at................ 19,760,000 15,200,000
Capital Surplus (NotE $)...cvviiveirincerccnorsacccnacncsasosssascssocacanss 1,115,000 604,000
Income retained in the business. .......cccccucinnencnn teseseesasatacteasrsans 14,105,000 13,242.000
Less—Capital Stock in treasury, at cost:
$5.00 Preferred Stock—2520 shares. . ...cvccoevenee cessesescrase vececen . e (242.000)
Common Stock—29,665 shares and 60,854 shares.....ccccoeuereentcnnnananss (268.000) (539.000)
Total Stockholders’ EQUity....c.voeccavescacanaans esvetereernanas $43.602.000 $37.133.000
TOTAL LIABILITIES ....ccccuvcecacaccsssccacenscccsannsne 5_6_4_.&0_0_9_ w
(See Notes to Financial Statements)
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NOTES TO FINANCIAL STATEMENTS
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i

Nate | ==invaniaries-

Inventories of iron ore, coal, pig iron. coke and cement, in the amount of $5.569,000 3t December 31,
1955, are valued ‘at cost determined aa the last-in, first-out basis. The remaiaing inventories are valued
at the lower of average cost or market prices.

Note 2—lnvesimenis:

The equity of the Company in the net assets of Great Lakes Steamship Company, Inc., as determined
from financial ‘statements, exceeds its investment therein by approximatety $1.821,000 and. the Company’s
equity in the earnings for the year ended December 31, 1955, exceeded dividends received by $287.000.
The book value of the underlyisg net assets applicable to the other investments, as determined from
fiaancial statements, is approzimately equivalent to the amouat of the investment.

Note 3—Preferred S:iozc: ¢

The $5.00 Preferred Stock is redeemable at S105 per share. and is eatitled oa voluatary or involuntary
liquidation to $100 per share, plus accrued and unpaid dividends. The $4.80 Preferred Stock is redeem.
able and entitled on volustary liquidation to $102 per share on or before December 31, 1957, there.
after to $101 per share on or before December 31, 1961 and thereafter to $100 per share, and is entitfed
on involuatary liquidation to $100 per share, pius accrued and unpaid dividends.

The $4.80 Preferred Stock is presently convertible at aay time iato Common Stock at $32.75 per share
of Common Stock on or before December 31, 1958 and thereafter at $36.50 per share of Common Stock
on v%r before Desember 31, 1961. 178,931 shares of Common Stock are now reserved for these coaversioa
pavieges.

The Compaay is obligated o set 2part on its books, each April 3O, a purchase fund for the purchase
for retirement and cagcellation of serial preferred stock. Of the amouats previously set aside there
remained $98,000 at December 31, 1955. The amount to be set aside oa April 30, 1956 is $104,000.

MNote 4-——Deferred Income Tases.

-The Company has obtained Centificates of Necessity from the Ugited States Government with respect to

certain plant facilities and is amortizing the certified portion of the cost of these facilities over a five-
year period for income tax purposes. However, only sormal depreciation on these fagilities is being
charged against income. The excess of the tax amortization over anormal depreciation resuits in tem-
rary tax benefits which have beea charged against iscome and credited to Reserve for Deferred Income
'axes. The amount so deferred will be taken into income over the remaining useful lives of the facilities

. commencing upoa expiration of the five-year tax amortization period.

Note §—Capi‘al Surpius:

During the year, the Company sold from treasury stock 2.520 shares of $3 preferred stock and 31,286
shares of common stock at $94 and $25.25 per share, respectively. The excess ($511,000) of the sales
price over the cost was credited to capital surplus.

Note S-—Pensian Plan:

Employees. upon retirement, are entitled to pensions under a noacontributory pension plan, The ac-
tuarially estimated cost of pensions is charged 10 operating expenses as employees become cligible to
retire, and the pensions are funded aver a five-year period fram that date. In (933, peasion benefits were
increased to conform to the revised pattern established in the steel industry during 1954. Pension ex-
pense amounted to $31.000 for 1954, $167.000 for 1955, and is estimated at $66.000 for 1956.
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AUDITOR'S REPORT |

PricE WaTERHOUSE & Co.

Two Gateway Center
Pittsburgh 22, Pa.

February 22, 1956

TO THE BOARD OF DIRECTORS
AND THE STOCKHOLDERS OF
PITTSBURGH COKE & CHEMICAL COMPANY

In our opinion, the accompanying coasolidated balance sheet and con.
solidated statement of income and income retained in the business present
fairly the consolidated financial position of Pittsburgh Coke & Chemical
Company at December 31, 1955, and the consolidated results of operations
for the year then ended, in conformity with generally accepted account-
ing principles applied on a basis consistent with that of the preceding year.
Our examination of such statements was made in accordance with generally
accepted auditing standards and accordingly included such tests of the
accounting records and such other auditing procedures as we considered
necessary in the circumstances.

PRICE WATERHOUSE & CO.
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PITTSBURGH COKE & CHEMICAL

Directors

R. M. Marshall, Chairman
W. L. Affelder

J. Burton Ayers

Henry L. Hillman

1. H. Hillman, Jr.

T. W. Kirkpatrick

Raobert M. Moore

H. R. Mustard

Thomas Watson

COMPANY

Flriance
Committee

1. H. Hillman, Ir., Ckairman
Henry L. Hillman

R. M. Marshail

Robert M. Moore

H. R. Mustard

Oﬂlcers.

R. M. Marshall, Chairman of the Board

Heary L. Hillman, President

W. Keaneth Menke, Vice President—Chemical Divisions
Robert M. Moore, Vice President—Sales

Clifford R. Sizemare, Vice President—-Plant Manager

T. W. Kirkpatrick, Sccretéz :

H. R. Mustard, Treasurer and Controller

John W. Adams, Assistant Treasurer

Robert R. Lucas, Assistant Controller

Transfer
Agents

g

FIDELITY TRUST COMPANY

414 Wood Street, Pittsburgh 22, Pa.
CHEMICAL CORN EXCHANGE BANK
30 Broad Street, New York 15, N. Y.
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Registrars

PEOPLES FIRST NATIONAL BANK & TRUST COMPANY
Wood Strect at Fourth Aveaue, Pittsburgh 22, Pa.

NEW YORK TRUST COMPANY
100 Broadway, New York §, N. Y.



PITTSBURGH COKE & CHEMICAL COMPANY
and SUBSIDIARIES

DIVISIONS AND THEIR PRODUCTS

Coke and lron Divisian

Neville Pig Iron
Basic, Bessemer, Intermediate Low Phosphorus,
Foundry, Malleabie Pig iron

Neville Coke
Domestic, Foundry, Industrial,
Metallurgical Coke

Cement Division

Portland Pozzolan Cements
Waterproofed Cement
Green 8ag Martar Cement

Concrete Pipe Division
Culvert and Sewer Pipe, Cancrete Block,
Dox Floor, Roof Systems and Zonatile

Activated Carbon Division
Granular Carbons for
Solvent Recovery
Catalysis
Air Pyrification
Mydrocarban Separations
Gas Purification
Cane Sugar Refining
Corn Sugar Refining
Chemical Salution Purification
Water Conditioning
Qdor Removai
Pulverized Carbans for
Decolorization and Pyrification of
Qrganic and Aqueous Liquids.

Protective Coatings Division
Pipeline Coatings
Maintenance Coatings
Industrial Coatings

Creosote, pitch and road tars

Industriai Chemicals. Divisien
Coal Chemicals

Benzene

Toluene

Xylene

Phthalic Anhydride

Maleic Anhydride

Fumaric Acid

Pyridine

Alpha Picoline

Beta Gamma Picoline

Phenol .

Ortho Cresol

Meta Parc Cresol

Ammonium Suifate

Sulfuric Acid

Oleum

Phthalocyanines

Plasticizers
PX-104 Didutyt Phthalate
PX-108 DilsoOQctyi Phthalate
PX-114 Decyl Butyl Phthalate
PX-118 Is0Octyl Decyl Phthalate
PX-120 Dilso Decyi Phthaigte
PX.138 DiOQctyl Phthalate
PX-208 DilsoOctyl Adipate
PX-218 lsaQctyl Decyl Adipate’
PX-220 Dilse Decyl Adipate
PX-238 DiOctyl Adipate
PX-404 DiButyl Sebacate

. PX-438 DiOctyl Sebacate
. PX-800 Epoxy

PX-917 TriCresyl Phosphate

SPECIAL CHEMICALS |
Chiorinated Phenals and Cresols
2,4-0 Acid, Esters

2,4,5-T Acid, Esters

SALES OFFICES

Pittsburgh _ New York

St. Louis

Tulsa Houston

Chica‘go
Cleveiand
Los Angeles

15



o
?
Y L}
Geant Building, Fittshurgh 19, Pa.




My, ¥W. K. Menke

c/o Mr. Robert Steidle - ,
Tiberiusstrasse (23) s
Heddernheim oo
Frankfort, Germany .

»

Enclosed is & memo giv a somewhat different slant or furtber approaciz
to the Chemagro problez which, after consideration, appears t0 have some _
merit as & possible, permanent solution for the situation that aexiats.

This is not out of keeping with the progru you gutlined to Dr. Loebr,
‘except the fourth point when you satd, "Consider staffing sepsrate joint
company or consider fusing with Pitt-Ag-Cheam Division." ¥While it would
not be impossible to fuse Chemagro with our Ag-Chem Division, it is =y
guess that if we are doing a succesaful marketing job and had an exten-
sive organiszation built up, it would canstitute such sn asset in our

own minds that we would not be in faver of making sush a move. *

While it may bde difficult to sell Bayer. the idea which I have outlined,

I feel that now is the best time to do 1%, while they are very much .
sware of the weakness of Chsmagro's marketing pesition. %Tao go further
into Chemagro through a fifty-fifty owmership and then dring up the
question of our handling the marketing management oo & permsnsnt basis,
mudputuutmwpmp«nm. N

It is =y impressicn mzmmmnnmamnn Job in
opening them up to cgnsiderssian of a permanect allianse on equal teras.
I therefors feel that new is the dest time to try to wrep i wp in a
permanent way for the future. - - '

The thoughts expressed Berein sie diffisull %o explaln adequately with-
out having en epportunity ts diseuss them directly with you, and in
xy desire te get this aff to yeu in the mail, I might not have expressed
them clearly. I therefors suggest that if there are 1.2 Questions in
your mind, that you phens me %0 slear up any possible misunderstandings.

With best regards, -

Sinserely 'yonﬂ.



Subfests comPORATION . .

I have cmrnlly revieved your letter of January 7 !‘l-

Cologns. I agree wholeheartedly with the points whish yeu mads to _1

Dr. Loenlr reg Chemagro’s problsms in scommmmications, managemant,
and status in the tz'y I also agree with the points whish you ~--

outlined in your cable of January 6, exsept as outlined below. :‘ s

The main. reservations that remain in my aind are whether a
£103y-L1rty ownsd company is Bayer's ultimate goal or only & means te
some further objective (probably a wholely-owned mua States coqu'z
While & fifty~-fifty owned company be their ultimate goal a
‘the moment, we must always keep in that th.y e the idea of
having their own company in the United 3tates and may become discontent
with anything less in the future. For this reason I feel that we muat
decide now on a permanent relationship that will be satisfastory ta
Bayer but will also give us the strength and position that we want and
.nsed on a permansnt basis. The only way that I can vigualige thnt e
“this can be done safely is through obtalning: . :

1. A firm contract with uyor rogu-d.i.ng thn
information and produsts they give us. .

2. A clear sgrecasnt as to wvho will be
responsibls for ths variocus funssions ot
Chemagro in the future, with ?.C.& C.

. being entirely responsible for the '
o M af its marbeting uuuuu. '

. .
 Bayer Contrast! L,
It s $ime for uumzammamm of their.’

produsts in the agrisul ahemical field ahould be hurned over %o -
Chsmagro in the United Ssates on & dasis that would be definitely = - .|

dinding and permanant. IS would sppear that this can perfestly well
be dons mm-m::tmm-monmtunm
Chemical Company, whish we would jointly buy, ‘' Ia shis aprd
unhounhnun.dﬁn $ was our undarstanding that 1% was - .
unr'-mmurmbmamwsmmmu-mum

msmqmdthummumzzmmmea. v R

- -
. . Ld
'\ \. - . . -

,2. P.C.& C"l 3 Ly 1'. -] ‘ [ S o ) ) .-";,,'.

chemical activisy that uaant be W rather readily. The t!rtt i
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develop mtdi : a8

% 1s 1% possidle for Bayer %o develop & mdrketing - erganisa
ective as Pittsburgh's without a great deal of tims and expenss.

It is for 3%his reason I feel that Pigtaburgh mist
absoluts sontrol of its own mariketing organi ~
L4 3ion of bdeing able So

mnerged into Chemagro, & A & PO
amke us vant to sell our intarest to them by starving the sampany )

research-wise through thelir adility to Surn their ressarch information .

on or off at will, While this would hurt their interest in Chemagre
as much as 1t would hurs ours, they might easily justify a sizadble
‘monetary loss in ordsr to gain complete control vhat then mighs

be a sizable sussessful company in the Unised States.

For this reason it sppears that ve should push towards
the acccmplishment of the first three points msuticned in your
cable, but consider d-hf.ng the fourth ( the staffing of
the joint company or fusing Chemagro with our sultuzal Chemical
Division), into the distant future when Chamagro might De & very
successful company which could justify its own marketing organigatibn”.
and its own research organization,. (tharsdy replasing P.C.8 C's. '
marketing and Bayer's research activities). . ,

Leas of Chem Division ement and ss tions
It would sppear that you could expand the idsa of "renting

¥ or leasing® & persent of our Ag-Chea management and sales organization

4n your further discussicns with Dr, Loehr by saying that after further

.. thought, you felt 1% would be satisfastory to "lsase” a portion of our
© direct sales organization on & tamporury basis, but that the sales
management function should be "leased" on & permansnt basis. Both . _
could be dons in the sams manner as we are {n effect "leasing” Bayer's
research (as a persent of Sotal sales). : -

r]

Izmediate Obiestive with Buyer: L s - ' -

Vhen ve wen$ into Chsmagro in the Veginning we were funda~
mum-nu»cmuwm-.mmngnna. Alshough
we have experiensed many prodlems with regard % 's ;nm.nn:g
their resesrsh funsiien, Ve are fundamentally sati with this
phase of ﬁ* selstionship snd vish to sontimue 1%. . .

The time BEs Now come vhen ve must Yeth realiss that owr
previous plam of setting uwp i3 Chsamgro an
handle the marketing prodlems is not warkabls emn an efficisnt, .
eccnoais dasis. Therefors, it is now tims for Bayer to deterxine ..
whether or not they want to maks Chemagro : | 4

themselves vith our marketing mansgemsn es, on & .
Basis shat would make them as dependsnt en our marksting mnageman t

. as we ars dspendent on their research astivities, Tis weuld lesve . ™

with ths twe fundamental purpeses &£ £ an.sscounting .

Chamagro .
function for uvu.:_at 'rut_iu and sn adminiztrative tiom of - ..
ting a1l sssivities. (This eeuld de handled Dy the four-ema .-

exscutive cammitles, a3 you ucuh“.)

T Woesss

’



Summary and lusiont .
It i{s only worth while w::’mhm{mmm"

to 50€ and giving it an insressed amcunt éffort and attention, 1if
we can assure ocurselves that the move is (a) pevmanent, (d) that we
‘will be fully compensated for our efforts and, (¢) that we will have
enough strength in our position to de able %o maintain i3 indefinitely
into the future. 7The answer to these problems sesms 39 lie in our
selling Bayer that the management of Chemsgro’s : eting activities
should be permanently p. n e hands ¢ oy Agricultw hemical
Plvision, for which ve would be scmpensated on & fixed persent o :
sales basis 1n the same mamnner as L 8 Do _sompensated for
research efforts. If this can be ascomplished, it mmkes Chemagro a
true partnsrship with & logisal &mou for Chamagro Cexporation 4n
;Trﬂﬁrmnru the division of profits and the adainis-
“trative ccordination of otder activities. . . =

S Ye can have a true alliance of twe ' 'm. ons in Fesearch
. _and ome in agricultursl chemical merchandiging in the U.S8.A., sash
- oonsentrating on the thing he does dess, ve ean sontinmue o have

s half-crippled, 1ll-ecnseived mongrel that ean limp along, possibly

making a profis, b_u_t asver attaining the full potential that exists.
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. | - May 11, 1955

‘SBubject: MEMORANDUM OF DISCUSSION OF APRIL 12, 1985

Purpose of Meeting:

A meetinr was held on Tuesday, april 12, 1955 {n Mr. Pflueger's
office in New York City, attended by Dr. Loehr, Msssrs. Pfluesger,

Tfomasek and Hillman, for the purpose of discussing a possible means ‘
of achieving & closer working relationship betwsen Bayer and Pitn- ”

burgh in the agricultural chon.icnl uold.

..,_.

. Background of Discussion: ' -:,"'-;‘-__f.“;f- g
While both sompaniss are participatiag in Chemagro,. it is rocegnisod -
that conditions have changed in the agricultural chemical dusiness, . :
with the result that Chemagro is not lttidnctorny rilllng the needs
.of Bayer and Pittsburgh as origmuy umwa. Gt e L e ® .,-\-a:-f“lz RN TN

This has been caused by: R ’ ST
1. Rapid growth in ugricnlturtl ehnlionl business 1:-‘ '~§?“=s;
the United States. LT
2. Trend towards coupun.l boconlns 1ntogrttod tron t""*‘:.=

research and manufscturing sll the way to thn n.lo
of the finished, tor-nlxtod prodgct. et P '

3. ‘Growing strength er u.x o ton u-plnha vhich v, -".i.-
: - w1ll ultimately do-iuto the agrisultural shsal d-i,_z
L business. S, TR ST

- ..5‘. * "',"."." Y

- . w2 .'~-’~ ‘1.?‘.'."?; :".;'j',-.é:;j'».\,; Sl D i A e 5P, : L :’ y
; o -Ch.ﬂlm" Po:itien ,Yi'.-_f." :"-!-‘. .:."t' ’r*"":. ’.’"‘.’ff:'. g;‘;, o 'L{’ ’5’ > "3“’7‘ &,,.. a--_ o
3 ST A

E . de Marketing - It was neognind ‘that Chongre dnn ne% Mn :
g 7 marketing organisation adequats to carry out ths ‘fullest u-or- "...
Fron oo ctdiution of the qricuturn nhniul i’volopunt by m.u <
e It was further recogalsed ‘that Choupo ‘doss Dot have anm’ Whl;. AL
R %o it & line of -agricultural shemisal products that 1s°large- »s,.,, RO

%77 e " enough to make an efestive mareting 01'8“-1““’" sconomigally j&-1).:

) t."ibl.o DR ‘g-m-_- el g! ~t~ ..- \.\-‘. i TR "-. »t * !1 fﬁ'(,; ‘: -f #Y
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LT Ch.n.gro hn mt bun able $e avclcp -‘ 'u.ol.:-ucopi

AN AT I

el 4n the trade tut is, uthh t9 the major rnteu. m_‘%é*f:"' T
4,:'-_-::_-".'1,_‘\0,’ ‘.Jy‘fn; sy ,, _!..-._;. o , 6«7" *05 .c-\‘""’" X _‘,_.. ’:'H-( A -J;- c’)g}.y& e TS 4 ‘..:‘.
LR P (O ‘Is ‘belleved that it would be ‘séonenically rutun‘.‘tmsg‘?;ﬁ:;
R ;‘cmmn so attempt S0 davelop wsueh a ‘depired poslitien u«m.ﬁra:{;«--
& iiiga T o 1ate, dats in scmpetition with Shs. -mr mn-ummutru,._,. )
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Pistsburgn's Position:

In its seven Years in the agricultural chemical business, Pittadburgh
bas dsveloped a sigadle msrketing organiszation and is recognised as
one of the larger factors in the business. )
Although past severe competition and price sutting in the trade have
caused unsatisfactory profit margins in many produsts throughout ths -
4ndustry, it is felt that the industry has reached a state of greater
stability which will continue to improve. ' N ,
Pi{ttsburgh has done a moderats amount of researsh on its ewva in agri-
cultural chemicals, and currently has some products whieh eppear to

be of interest - especially applicable for wheat rust. Pittsdburgh

has also recently completed an arrangemsnt with the Ethyl Cerperation

to take over the research prograa they have sarried on for S$hs past . . -
few ysars. Thers are indlcations that,thil'prigrtl.villJ,rOGnso"aﬁ*¢L"“
number of producta of commercial interest fer a variety of applisatiens.
One of these is a fungicide which appears to be of particular promise.
While this current work of Pittaburgh's shows proalse of devéleping
commercially attractive products that would be marketabls in the mext
two to three yoars, Pittsdurgh feels that 4t must make a degclsion %o .
{nvest mich larger amounts in & research program that weuld proeducs .- '

S T R A

results five ysars from now or beyond, .. I Y

..

s o g e
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4
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New Arrangement: LRI :
. In comparing Chemagro's weaknesses or needs with Pitsaburgh!s oen 73 O
4 position in the agricultural ehemical field, 1% besame rather obvious .-
that the things wnich were lacking in ons were available 4a the okbar, - -
end for that reasocn 1% sppeared advisabls to disecuss u revised, G N T
eloser association between Bayer and Pittsburgh, whsre -Shn:lgrici1§§§f'
 tural chsmical developments of Bayer sould be Bomisrc 138d ta the " 5" -
fullest extent in the Ameriean market through Pittsburgh!s eastadlished’ -
. sales organization. It was further evident that the ‘finanslal alma n -
T - and eapabilities of Bayer and Pittadurgh were igusn ,amu:;.»ﬁuii-‘-'; :
“ . those ¢f the Geary group wers Quite differsat KT TORRe - & >
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" Por this reasen it ‘'was proposed that a'ns ] ;o established ©*. :
— which would be owned £1fty-fifty by Bayer and Pittsburgh, ihish would'.: &
(g} —= operats as an {ndividual auntonomous entity, and would servse dR A
<@ — permansnt basis as ‘s medium through phich Bayer and Pijtsburgh would o #
- .. handle al1¥ ef feultural c}ughqjtc‘tg_v;tng,,gg;pﬁ;m:.gl'g_ S
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re s . .metivities of both sompanies werse Bebipreperly SemeTy i e
SR YA, csidered t regular agrisultural shemieel-actiy tygi-iui'h;’;&;‘s o 2 e
LSRN as Bayer's Vero Beash experimental -g3asion waieh Andars ey,

23070 takes e work for Bayer for their world-idds agyi<::
i N ‘ehaxisal sctivities, and Pittsdurghie’ eSS
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M;r'zetinr: oL

{ --=1t is proposed that Pittaburgh would transfer to the newly revised
- Chemagro Pittsburgh's agricultural chemical sales organisation. An
ettempt will be made to estimate the effect of the newly acquired
sales organization on what might be considered Chemagro's noraal
activities. It 1s belleved that with the business which the 21%3s~
burgh organization will be able to obtain, it will more than sever
4ts own expensesand will serve as & means of sommsrcializing future
‘developments to the maximum degree. R

Manufac turigg ]

It is the intent that the newly revised Cheaagro Corporatiocn would :

. make the best arrangemuent possible to have 1ts products manufastured
for it by outaide sompanies, with the understanding, however, -that . .- .
since Pittaburgh is in the chemlcsal manufacturing business that it -
be offered any manufacturing contract om terms equal to those offered
by any other outaide supplier, - L L .

: Tt would also be the joint intent that Pittsburgh sould be.the 2,4-D '

: .gupplier to Chemagro under some arrangement whareby the RS¥ sompany
iwould obtain a price equal to or better thah 4% can get sllewhars,

! In order to assure ths new company being kept in such an advantageocus
position, Pittadburgh is contemplating -eonstrustion of a new 2,4=-0 -~ .
plant and possibly will plan to produse 2,ik+D 'for another sempany :r:.z ~ -
that now bas 2,4=D facilities which will ®e’shit down under she . .
proposed arrangemsnt., This would afford Chemigro an assurs

V| of supply for 2,4-D which will constituts ens .

R 3
..

' {tems of its line of products. gtk
: g : : ' : RN S A
. Researcht SRR ) o 72

Wnile it is contemplated that the majority of
developments will come from the ressarsh work I
. being undertaken by Bayer, 1t would be the intent of Chemagre ¥0 . ,x.
PR carry On any Recessary application research conserniag formalations, .
- - pesidue studies, etc. and to do research in those areas of interess .. -
e -7 ~ 4n which Bayer 1s not astive, . v et UL B ot
W o ce = AR e R U S el LA A N

v, . ¥Wnile 4t 4s ths matual intent to svold gzilc_gt_zon' st aftory, 4% 4 Tl L

. .. o a, .y
Ji3zse w m T P IR Yy N R R A &
:.‘_‘!3 e aw ‘g - .-

‘E_,-,.g,';‘.‘ ;" aveided, Themagro must be sarsful $o ses-thai adequate overags. p ¥ SN
= " " ‘matatained in all the areas of agriculturel ‘shemisal develspmant.  ~T=il%
‘that are ef grestest semnsrcial importanaa 4 3!99-‘-31:1;04:339&2;5?{‘.’;3{;

P .:';,,'"..bouand that in the initial stages oertiin portions ‘of -She Pistasburgh. ;-
§ .- pesearch work which has been ascquired from t;hyl’rgqt,onslqn uilght’ .
§-:<.. duplisate some of Bayer's sctivities. :Ths utm"pggzl“u()o:@; =
#3777 - jointly reviewed and those pertions of .4t seldsted whish gean 8 i o/ .~
250 yaprant the greatest Lmmediate efforty Wnile duplication should e Joh7

:3.'.' .
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& 3.7iWmile esrtain of ‘the Chemagro research ae3ivitise have beea aarri S

$eo . out in Pittadburgh's Jaboratoriss, it 1s Teldy Abat 43 wenld be me¥doal.:.
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Finance:

It is contemplated that Bayer and Pittsburgh would jointly purchass
the Geary stockbolders' interests. It should be possible to give any
further additional financial support that might be needed in the
future throuecn edditional benk loans supported by the credit of the
two parent companies. The financial objectives were discussed and
{t was tentatively concluded that both Bayer and Pittsburgh are most
interested in gredually building up & sizable company rather than in
paying out earnings in dividends. However, it was pointed out by Dr.
Loehr that Beyer might find 1t desirsble to bave dividends paid at
times to meet certain financial standards regurding their -foreign

investmsnta. -
-‘- . ) PP
Administration: . B et ) |
* i R A FR P P "‘ ‘!'L"nl; -‘-.‘.‘_‘_..:'::‘. o ,. -

‘e

Ry : : .
It 1s believed that it would be satisfastory %0 both parties to have
George w. Hill, Jr. serve &s President of the newly revised sompany
pecause of his knowiedgse of its present activities and integrity . .
and ability which he can bring %o such a position. - ot eeed st T

e

Vero Bsach Laboratories: o :‘a;-'i.

While it was szreed by Dr. Loehr that Chemagro would serve 488 ;. oo
medinm for all of thelr agricultural chemical -activities 4n ghe LT
United States, he sxplained that their Vero Bessh experimental statien
was maictained for the purpose of undertaking sxperiments for shelr - .-
o world-wide agrisultural chemical developments and not selely limited 3
{ to the United States. They, therefore, wish to maintain $his mait -
separately, and 1t is felt that Pittaburgn has ao objeotion to this.. .. . .-
R T W " E Y 4 4"“ o, gt PRl T

& Charmsr Department: ' I 2 !
o . - . iea PO .-*s‘ ;'0-: .A\.‘:.’“b:",‘ FS -
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It was explained by Mr. Hillman that Pitisburgh's Charmer Department. °
was established as a consumer mercshandising sctivity, 81l the sales '~ .
sctivities of which are entirely separate from Pitssburgh's agrisul- -l .
tural chemical division; and it is therefors ecntemplated thas she - 7

. Charmer Department would mot be transferred to Chamagroe with:$he . [ .~ -

v agrieultural chemical organigation. It was explained that i%‘aappens - -

. <*  "that the first product "Fly Charmer”. is based on-an agrienltwral . ~uiTh v -

$+: ©  ehemisal predust. However, it has alvays besn sentamplated. kbat The v .-

‘~. department would include produsts sther than ieulsural };g;..;.mg,;aa 2

P10 Pittaburgh's agrisultural chemical salsd srg ‘laucn‘,'mg.fg’zg)q'on';’}'

.-v., aetive in connection with the sales setivities of 71y cmuy;.—mals .

i 38 actually handled through a separate Now _York srganization.’ M ottt

i Yomagek bhas, however, besn soznssted wish iha fniltisl 2s%LY ”ttg“ttff-;{:; .

Tt

-;.-‘“‘.‘,'_ >

e

/-, this department, and {t is Pittsdburgh's éssire 3hst an.ares VLY L
,".-_.:%.*.;_,}f\bo made whersby Mr. Tomasek eould sontinus %o sonsudl with 2. ;ug?nrgﬁ;}'_;_'..
. -+.", "from time to time on Pittaburgh's Charmer Peparyments sihile L¥ arsald ;i
{55 be possible for Mr, Tomasek $o0 be #L Zreat halp Pissapprgh duping -
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Zngs - gush brief periods of eensultation, -hs scmple 038 i AEPeTLOIDSS - =
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4" The need for chlnsi.ng mu;ro'. nane was -d1acussed Mi%.ﬁ!'iﬂ;odh':

. 777 that some other nazs whish would bstter. l.doatuz She . t sompanies .-
.. - -* would be advisable. 3inse the name Epitsgpurgh® hay desome Well ;-
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estsblished in the agricultursl chemical trade and since “"Bayer"
is greatly respected for its chsaical developments, & name such &s
"pittsburph-Bayer Agricultursl Chemical Company" was suggested
for further cconsideration.

Gearvy Stockhcl dér-s H

It was agreed theat the Geary stockholders should be approached
regardic: the sale of thelr stock, and it was planned that Dr. Loehr
would see ¥r. Hill defore leaving XNevw York and would sse ¥r, Uhe

4n Germany. : "

Future Discussions: : , o .-

It was agreed that Messis. Tomasek and Killman would plm to meet

with Dr. Loshr and his associates in Leverkusen during the laster .

part of June, before whieh time Mr. Wilmes will have hed a shanse
%o tour the United States with Mr, Tomasek, - S,

The meeting in Germany has been tentatively set for the week #f ™
June 27. Every effort will be made to somplets discussions at - -
that time so that the reorganiszed company could stars itz operaticns
on Novemoer 1, 1955. I RSN S L

-




T0: E. L. Hillman - H, R. Mustard May 2L, 1955
FRQOM: R. R. Lucas
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SUBJECT: Propesed "Few" Chemagro curponuaxi

-

We have gons owver In Dome datill Tomasek!s work sheets h regard
lta 0 | sarger of the sales section of She present PCLC Agrictitursl—
’ﬁcm Di%]Ion‘ {nto present Chemagro, BHers and after we shall refar to

Chemagro as presently operating as *(d" Chemmgro and the Company formed by
the marger naf'?kv' ghangro.--'--- ‘ ,

Attached hereto’are the fallowing statements: T
A R
G4 And Wew' Chenagro Pacoms ‘Statambits,$1953-1956 Table I

. o s PR NP .-
AR REE AT 53¢ T -S4 L3 S - I GRp

a]2 Chemsgro Forecast Balance Sheet, as bf > T
November 1, 1955 :  Table IT
houoLngleaiw £ ...

01d Chemagro ?iu-nea.:tt Invemtory, as of ‘

- November 1, 1’5 - Sl ol 'loicrest & v Pabhls IR - T
R PRI DO Lo tf‘r.“i'ue:as.r;.'., keridns, Fasi s..o, €0
* New Chemagro Torseast Balance Bheets) as ¥ - TweeemIl, RSTOL
¥ November 1571955, Mereh 1,71956-8-0ct"15 1956 - Tidle XXX

Support ing Computations o Ttem Lo Wew Chemagro 7 -7 10
Balance Sheets - . . Tabls ITIa
B T R N B ..r. : aafNC= BILCS C ARG s - .. AT

014 Chemmgro-and New Chemsgre ‘el PCLC-Urogs ' -.e..o- of Feu .-

Profit Margins by Produst Clasees = 1953-1956 .Tables IVa,b & ¢

In the projeciéd incoms itatemnts we htvewsed the dita supplied
by George W. Hill, Jr.-for @4 Chemagro for 1955 and vy Temasek for New Chemagro
for 1956, In the met prefit vomputation for 1955 we allowante Aas beea made
for interest om working espital, for Idls Plant expsnss, and for research and
development on new products and on Tesidus, formulation, etc. In the projected
balance sheets we have used the Net Incoms fram such projected income state-
snnts and dsveloped $he vther balhmee’ shset 1t am he bagis of:She” facters,
such as ssles volums, in suth incoms Shatamentd:i™ Fer sxarple in Tabls IIZa
appears ths computation of momth-end ivrentcriad’ind stoounts resuivables for
the fiscal yesr 1956, In She balsnee sheets actproviaiod' hat deen mads for
nsy ?h.nt dixprovesents er additions.
Te Pl Jimeidte ¢rara iz.eDs6 SOBsUS (vable IIT) . ,

) uﬂnum,wwmmumtm,mmo
will Bave @ met worth at the en? WP f1dcal 2556 of $300,000,"with as asht. and
with cash baleneing scerued Pederal: e State- {Neonst bAKRS - IRTEINEILL

BT B.. Ll .~ e manie the ambicirited ipelease ir. PiLini:33 @il

tr Los RMCLLin T i m’ E E‘M‘. Chemicels Pmvisica cusinsse.

' "l a et ' T o saiecte: af the timr of ln:r;,rst wory
1. Tocame Statememts (TOe™Y) “L  ciovacre ¢n 1935, Toeie IILe shows ti:
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insresses in sales sxpense
Dl S SN

(d) In effecting the mrger, the ¢
ars farecast: e

L. 3 S LA S IAGIES LY '
*. Salary inaTeases to preseat PGLC empleywes .. - 4 ;;9{&00 ..
i ‘ddlary imrezses e present Chemagre exploymes -:; . 5,400 oo
~3alaries to mine (9) new ewplayves _: . i, # % re
tove an §4,60 a’

& S . ‘el R -':: £
L

New York office resmt 20,400

Advertising LT e, arYLluener gy, 28,000 Yt
‘:Talsphome mxi talegraph .- ... .. LR 1 rm s 1,000 vew

Total . ... ... L I T m sl esz
less PCLO Traflic Depertamat Zxpense $5,900 Arelr tar prosy
*: Less redustien in brunch gales affies o e ezio o “eoa”
—yaxtals - - s e IR Gate. ¢, x:.'m -t M

R  Nat Inmm R Mecelrs o -0 i '.-i"lolcm.;:zo:.;;.:?'.‘_
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Tomasek's estimates of §156,000 for "Intersst on borrowed or working
capital® and af $47,000 for "Resesrch, Residus, Formlstien, gte,”
in 1956 bave mot besn included in the 1956 Incons. Statemnt, por has
sy provision been made faor mew preduct. Fosearvh snd dgplcpu;,__._:-_,_.‘..
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"CLa" Chamagrs Forsoars Belasce Sheei = Kevesber A 1555 (Emsil z)™ | '®

.(a) Based on Chemagro actusl balance sheet of March 31, 1955 and met
prafit before tax as shown in fahle I. The camputation of Federal
and State Incoms Tax accruals ard Net Income is as follows:

3 e S e R N - . meL LA :!Q::" prd o Ay sy de =7

¢ <7.iNet Bafare Tames - o 8o . o. et Before ;mfﬁw'

- = Tax losa Carry Qwar ;~_--..!§ ir 1560, Incoms Tax 11

Net Taxable Incoms

: ‘Income Tax Rate ﬂ%‘ Kev Frolii o {iog:)

i Income Taxas aiT Berore Imere Tzuer Fersz
X{b) On Tahle ITa has been computed the forecast €iseal year-end invemtory.
' The "Dead” (or dormant) imventory is computed to be $160,000, The -
<.  active inveatary of $340,Q00 48 1 excess of u 3 momth supnly £a /- -
estimatad sales during Novesber, 1955 through genuary, 1956, rer

A R P S e 2,783, LL, 500

"Hew" WD Farecast Bahneo"!ho’tl (Table III*_ o 18

3i50 Comunmres nemie- - 2,500 . NP~

() Bared on Chomigro estinetdt Sl smst as S Soveater 1, 1955,
{ese Table .II) plus an estimts for a PCLC additicmal investment in

e
o

(b) &rzhﬂ,l%éhshunnhcut_iuthathp 9f largest working =

- capital requiremsnts for Sew Chemagro in 1954.>Aable ITTa sheweXim
T-- ;Somputation of sush woridng capital requirsments during 1956 en the
fc_-~ basis of waximm momthly pwrchases imd produétion e $700,000 amt. &
~°" "sccounts recsivable equal to appraximatsly cne month's sales ad justed
-for lag of approximately 10 days, The Income Statemsnt of Table I
(SeTTes as the bu?.s for silss ,':eost of -sales, ami profit for the ‘peried.
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(c) As of March 31, 1956 the additiomel cspital requirements to carry
peak accourts receivable plus inventories is $2,380,000. This
amount may well be below the actual amount then s4nvested” in
receivables and inventories, because no allewance is ineluded for
safety margins over farecast sales or for maléistribution of such
4nventories between products amd product lines. A more probatle
additionsl cspital requiremsnt might be between $2,600,000 and
$3,000,000, :

(d) At fiscal year-end, October 31, 1956, Iaventories and Receivables
should have again declined to their emmmal minima with & resultant
elimination of additional capital requiresents and build up of cash
to spproximately $300,000 over immediate meeds. Again the profits
and incoms taxss for the period are based en the sales, cost of
sales and profit before imcome taxes shown in Pable I.

Sales, Cross Profits and Profit Hnrgm - #01d" Chemagro, "New" Chemagro,

‘and PC&C 1953-1955. (Tables IVa, b & ¢)

(a) Tables IVa, b and ¢ show & comperisca of forecast gross profitz and
dollar and perceat margins for (ld Chemagro and the Chemagro portion
of New Chemagro, and the same for the Agricultuwral Chemicals Division
of PCLC. A large forecast imerease in gross margins is predicted for
practically all products. The increase for PCLC is smeh greater than
for Chsmagro. ' ; :

, v Cereral Comments
The Net Profit forecasts for Old Chemagro i.n 1955 and New Chemacro in 1955

are quite favorable and in sharp ecomtrast to the actual substantial loss in
155L ani modest actual gross profit im 1953. -

Net Profit or (I.cas)

zg_g : | _ Net Sales Before Income Taxes  Percent.
1553 ) $2,109,300 . $139,80 6-2/37
1954 - 1usk,300 - (1e,m0) o (12:1/3)

1055 §reatul ) agm0  Wso0 L 26

1956 -Chemagro portian ° 3 ’2',1418,066 et 81,600 © 27
PC&C portiom §,5u7,900  “%iTgTs,M0 63/
Additional expense | l . (;01‘900) . —
$7,965,50 $925,500 11-2/3%

The principal czuses of this large favorable changs in prafitability are as
follows:

(a) As shown in Tables IVa, b and ¢, the gross profit margins in practically
all product lines are forecast to ipcrease and certain unprofitable lines
(notably Metacide) are scheduled for discontinuance. In most cases this

rsverent in profitability reflecis a holding of existing prices or a

Ho1se



oli=

price reduction put a substantial reduction in

poderate (up to 10%) but
he decresse in production cost forecast for

production gosts. T
2 L<D and Weed Lillers, based upon 1956 volums, is &PP
855,000. ehis reduction is expsctad $0 result from normal izprove-

st in operating efficiency.

: ‘(b) ‘Whersas in 1553, 195L axd 1955 Field Testing and Research and
A .Development expenses total $123,000, $151,000 and $134L,000 pespectively,
the 1956 computation disregards 8 sush expenses. Vbereas in 1953,

- 395 and 1955 Interest Expenss totals $20,500, $30,320 and $L1 ,000
. pespectively, 4n 1956 mo {nterest been in
Idle Plamt Expenss, shich totalled $2L,600
_ .has been eliminated im 3955 and 1956,

. change ce and hence prcfitability
.. of two prs.ncipal producta: gystax and Dipunx-l”. These changes W&y be

- 'Systox = Chemagro's present gost of slightly less than $7.00 per gal.
- : to BL.8S through chmge in one ate
R o Chemagro's price will be reduced srom $17.10 to $13.00. This

e wede I - = eorrespondingly reduce PCAC's cost. Also PCXC's price
45 forecast 1o declins from about $23.15 at present © $18.50.

O I
* Wews -

€% Dip'urtx-i99 « Chemagro's present averagse packaged cost of about 26¢ per 1b.
3 AN 'g

SRR @1l decline to 25%¢ tirough Lmproved efficisncy. Chemagro
ST average price is Zorscast to declins from L0¢ to J58g. PCC'S
LT cost will similarly decline and its sversge cline from

§5-40¢ at presest W kg

., Ooviously, seome the most impartant factas %o be comaidered in determining
7 the pelative worth of the two partiss vo tbe marger Are:

» .o
(R e -

£ (a) ‘nnvdm otthn presext Wplﬂtmdth-mt of BeY
i ‘un-t-ttnqd.nd twdﬂtmﬁdww;

Qo fp) mmmtohcp-atwmw-ponaunnhmunhp-xb
Y REE SRR qqmbuutr its almuonummcm-mnam; ‘

Ve 0,
- -

’E'j,f“'('e_)" ¥he anticipated volume of business and u-pccud parkat prices t0
4: n-"““l; and most {mpartantlY, :
(d) The er;";dms of SyStax, dipuni and pminun petwesn

<"’ [hanges in sush Aransfer valuss cal radically changs the apparent profitac
: -.bj;iwqfshqgm o _
W O 140G

'Rl Ro L\lw



TABIS 1
shezagra Corporazion - Zhosw Statamenia 17EI-L. £3

’

120 2N

soual LiFIi5k Frofaenal L7E3 3rgssczad 1965 Licarzorating L lqrisslincal “namizaty Jiviatam
2igcal Teass - -lovenker thrzugn lcister
(31,2ccoay
p g3 rctual o Istizal 1735 Zstinata
L3 155, Actual 1255 Actuac & Istizata Tnc8ase D
tcteal  dov.-iar. Asr.-duns  July-Cet. Year  love-iar. Apr.-duns  deir-lei. Taas wenages ot ‘:‘9110-:3\.; Cazbized
)} : Act. - £at. 232, 3at. lerter | e
Bpes ' 7 38,3 3 6 3 2332 5 1.5 26 N 3
Tlatzcide s 213 ¢ (2) 7 3. 3 S 382§ . b + 124 2 . .
Eypee 1,L59.k iz.?) 23;.5 agy | ks 133 s st 1,30t 75 3 2192 1,262
Farothios 500k k2.6 19.6  955.9 &5k L36 T L L2 1.,‘1;;.-5
Diatere: zsd 1-13/57 L2 x1 s : f.i
213 oviers 53,1 wig _203 __2 __ % ZE bbh.0
Graas Sales 2,0%.3 T3k 1.9 mo.c 1,bsk.3 832  12¥ [ 3Lz
Lasa freignt out _L_Eas
et Salas 7,65.3
Cast of Sales h s 5 55 p 26,7 % 2 2
lettcide 35,9 9 ] . . . - . . o
Systox © e, 62 11,6 nk 2.5 . %l 226 2 53 1633 1.1 55,5
Parstiilon 59,3  3u7.0 113.9 156.6 5201 bSA.1 385 U i 00 ;D 13,1382
D:jteves and 1-13/857 ‘ 21.3 120 N 1;‘{ 2558 51%.'2* A ;92.2
All oliers 52.7 ;12,1 1c. N 3 s :-:.-- : .
?atal Cost of Sales 1,32.0 35k.1 501,58 285.3 1,223.% .59k 91 3 L9 1,k s 5,919.5
R& D - Asst, to Ocerationa 12.2 %3 Lg.g
Profit on Sales 791.3 22.3 1234 1247 270.9  260.5 370 kk 919 §19.3 1,062.2 2,011.5
Sales Exoense . ) : .
Agyalties 192.0 13.6 3.7 19.6 12.9 L2.0 s3 kS 10 134.3 23.0 152.3
Comaissions . 63.1 .a ;a'u.é 1;-1 Izg.g Zoz ; ; .5 29,9 .
Suples 10.8 3. A . o .
tiarehouse 0 . 1-5 1.9 3-" ' 1.3 ll6 ) &1 ) lal 5‘0 110.0 u5.0
Salzries 5.5 k.2 19.5 19.9 k3.5 : 25.8 ) ) 18.h 2236 § & 366.1
Trevel and entertainment 1.2 S. 9 10.0 6.k ) ) 25.0 123.9 13L.0
Office expense ant miscellaneous 6.8 8.6 9.3 1.7 26.8 8.9 ; ; 30.5 157.5 9.5 199.5
Advertising 20.0 £2,9 2:.0 100.0
Total Sales Expense 135.0 FYRN 76.6 7t 137.6 95.7 99 169 . 30l 3671 1c2.2 101,9 1,178
Gther Exaense
Tnterest 20.5 10.8 9.9 9.6 I 161 ) ) )
legel and profeasionel 2.6 1. . 3.6 a1 . 1.3 ; n g ) 33
Misccllaneous ) L.9 5.6 1.5 5.3 193 1.6 )
Idle Plant expense 2h.6 k2.3 L2.3 .
Fotal Cther Expense c2.6 17.8 59.8 13.5 97.0 . 13.0 n 18 28
PCLC &£nd Geary "Profit® 296.6
Field Test & RHesidue & PC2CR L D . .
"Fc‘-"_c""au'e‘u—cma'nev'eiﬁ'ne??"‘ 71.0 25.0 21.9 28,5 154 35.8 17 22 15 w Yol
Field Tests \Universilles 15.1 1l..9 21.h 33.h 5. - __21.5 25 16 &2
Tatal 122.1 39.5 19.3 1.9 1511 57,3 L2 38 137
- 20.0 20.0 51.9 52 o
s LA fe.e f2.0 } /75-030., P2 A152.9

212
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"(d" Chemagro Carparation
“?areeut Balancs Bheet
" Jovember 1, 1955
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. Assets

. TABLE IT

- anewr e

. " u.h t.:,

Income Tax on Roy. withheld
LDﬂnrl
‘“}S{ﬁ. & Stats Income Tax:icersed 3,

— e @manie

%4 Gcmtd Stoek

“on

P2

..X0.0

’a\. f ¥ ‘zenc.s’ - l’/:: &.2‘5_, ’ l'&iz

Deficit at 11/1/5% (25L.2)
Yeiica Li=SoLlec™ .

Profit fer-1955 £,00 oli33 o 63,673

Setel PRedal DA 14tiss- o7

$2,06657%,°77

Bav Material Imvemm— (N.1.0 12,352
() Denctes red figures $6u,2:7

26,68
L.l
5,55¢

$895.5

P ::e..h . . ‘103‘6 .:..‘11610
' Aceounts Rsceivabls: ; - B ,“.-:; e i
“Prade R A IR — T 0
Trade TR ThE TRV,
SNGE Mey
Inventories: : .(A it
. "m'u Goods e 628.1 T 13801 h90 O* .
m h'“m ~ .. :-- ;. ) 12’3, .;::.. 202 .. 10,0 ’
m Assets EEE N i Ha
Mﬂdnion o _0_2;.15_ 202’:,:_._ oh _:2 2.5 .
, - NN ¢ ¢ 7 T
?repaid Insurance ‘ .;' 1,0° 1.5 ) 2.5
<. F- *.%gtal Assets " ::n,o&.‘}, ) 4.,~ f'mo,
e - P S, 1.0 o
. Inoﬂud-a $160 of Dead (ar dcmnt) mmu-ym $3350 et active !muw? Le-
m’-ti.ﬂ y T, f f:" -'_‘.. . -
Aeecuntz‘?qma ('rrade) ' 3 257" § $ 20,3 L:.::C 23«&
reson L 128 Znat il
4ac.ut&xot P %s NS Aoz — e - -2
e;c&& :-erou” hs.?gl - .'.. : kop23u k55000 63u,5n leon, 0Tl
Less Rec'd. 102.1 pree, 35349 ) . ) 4
L o Geary 182.8 £ 75.0 257.8 ) 1.7 ) (L.280.,0 -
oBayer {Chem Corn X) :,:-.  35:3008 )i ) - - -
& & e 7.8 - p LA o :_'_
Secrued Liabilities: ol S T T et 150 oo LT
Boyaltiss T D gg dradts SRR bI50. 1R de

{=

3.0
U7.0 35,700017.52,550
i, 'po. ol_.:_‘_.

(2%4.2)
LR 6,60 g3 077
- MR A

'85-5 "é:o »

15,20

-

-y

280
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May 2L, 1995

&-,A - 0 mu.ﬁ i » ) '
"C0ld" Chs Carporati TBLE T
" nagro 2tion
Farecast Inventory
- November 1, 1955
March 19 5 Inmt Apr.-Oct. 1955 November 1, 1953
chut Qu.ntit Fancut Iuventor-r
Material Quantitz Vdnn Valus
Metacide 50: .
Neville Island SO $13.260 ¢ 663 ~0- § 0=
McKee Warehouse 5,776 1L.097 a1,h23 ,k71 20,000
Chickasha o 1,6L5 11,219 18,50k =0 (¥l
Total 7.1&71 13650 100,590 6’000 Q= 1,1‘71 20’000*
. nra; .
ystox 20 ~ ] (Unit valuve $8,0c)
y}slegizlle Island é T.500 ks Ca 0w
McKee Warehouse 2L,511 7.919 18L,7LL 12,000 96,000
Los Angeles 1,662 7,998 13,294 : 1,000 8,000
. Wallae walla 702  8.577 6,021 1,000 8,000
Ysuston 252 8.1 Z,Oéh , 500 L,000
o damd ) 6,527 7945 51,857 2,000 16,000
subbock, Texas - 2,.8L, 7,922 19,679 1,000 8,000
Jersey City 228 Te978 1,89 ‘ 500 . L,000
Memphis ];”0 8.083 7,275 . ioooo gaooo
Fresno 2,130 1.713 19,227 000 000
——tt ——tdacl ——dell, LU
Total 39,762 7,70 306,025 59,000 44,238 20,000 160,000
Avarage
rathien: o .
Neville Island _ 5,650 .888 5,017 e aCa
icKee Warehouse 36,350 858 11,8 100,000 50,000,
Jakland & Los ngeles % ) . : k0,000 3g,ooo
abbock 2 1.656 2139 20,000 18,000
: —a2 200 —_— _20,000
Total Lk,500 «%0 40,336 499,000 63&,500 160,000 1L, 000
Average v
terex: & e (Unit value 26¢)
eville Island 111:2,232 .lgz 23.8552 2 0=
cKee Warehouse 5U0 1 1,827 100 000 26,000
Total 160,972 -195 31,389 500,000 E33,000 1oo,ooo 26,000
.vtun: ‘ ) ¥ iJ 3
ville Islmd 91,259  1.580 1UL,222 3,559 8§,7oo 135,500
ox 80:
” * Warehouse - 1,500 1.228 1,8L2 280 0= 1,220 1,500+
7L Hi-Solvent:
I{se Warshouse . 8,0; US55 3,673 1,i; -0- 6,600 3,000+
- Finished Goods Invem oy $625,077 ' $.57,00:

aterial Imvestaw— (v v



: ’ TABLE III
*New" Chsmagro Carporation
Forecast Balance Sheets

(8.1.000‘5)
November 1, 19 21_.1920 Qctcber 11,1956
"Eld" PCL 1
Chemacro  Addition Mg 5_22 Balu:ce Charges Balance
tc .
sh $ 15,0 § 100,0 § 245.0 § $ 2&5.0 $ 360.0 § 605.0
seivables -50.0 SO 0 1,150.0 1,200.0 (1,100.0) 100.0
ventories:
i.n.GOOdB-ACtiVB 330.0 100.0 h}O. 57000 1,@0.0 (&0.0) hO0.0
u.GOOdB-'Dlld" 1&00 1&00 16000 A 160.0
red Assets 3.k 3.Lh 3.L 3.4
sss Deprec. (09) (09) . (02) (101) ' (.2) (103)
2p&id Ins. 2.5 295. o2 2.7 2 2.9 w0
Total $ 700.0 § 300.0 §1,000.0 $2,100.0 03,900.0 $0,630.0) §,370.0
ilities : A
. Sounts Payable $§ 23.2 § $ 23.2 § $ 23.2 § 1.8 ¢ 25.0
- ad Liab.t 155(70.0) '55 (L7.0)
. 2 State Tlxes 117.0 . u7.0 '56 90, O 137.0 '56 hB0.0I-I'I 520.0
sher 3.0 : 3.0 3.0 (3.0)

©1%1. Capitale  180.0 300.0 480.0 1,900.0 2,380.0 (2,380.0)
yital & Surplus: '

ammon Stock 0.0 - 0.0 3Joa.0 ' 300.0
wplus 76.8 ~76.8 80.08¢ _ 156.8 268.2"* 65,0

Total $ 700.0 $ 300.0 - §1,000.0 $2,000.0 $3,000.0 &,630.0) §1,370.0

Increases and decreases in working eapital are
- 4ncluded 4n ons amount entitled Additional Capital.

M
ost i)
Qroas y

8ales Expense(S x 100) 00
Prafit befere Tax '1%73

less Incoms Tax 90
Net Prafit $ % _
‘ ( ) Denctes red figurss
Sales (Apr.-Oect.) $5,310
fogt of Sales 9k0
1ro8s »
~eles Expense,stc. 70
Prafit before Tax [o0]

.less Income Tax 'S ) V‘ St e
Net Profit $370 4 ', 191
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, - Chemsgro Sales Estimate pPCAC  "Hew"
(Honthly ocation based on sales ent.) Sales Chemagro
Year and Month ‘Parathion Systox Dipterex Total Estimate Total Sales
1955 November $ 5 $110 $ - $ 160 ¢ Lo $§ 200
Decenber | A 70 15 - ] 60 145
1956 January _ 100 - S 100 190 290
February - 13% 15 - 150 550 700
March 200 15 55 2170 1,050 - 1,320
April : 215 0 50 295 1,150 ° 1,5
May ' o 120 170 160 L70 880 1,350
June 55 = 20 70 335 860 1,195
July 35 260 - 315 520 8:
August o , .10 115 - 125 220 . 3hs
Septenber S , % 15 - 105 130 235
Oetober ' LS - - LS Lo 8s

¢Ta2s 8915 4355 2,55 5,690 #5,1l5.1

less freight : 179.3
Net 3Saled 81.96".8

- : _ "Hew"Chemagro Cerporation .
1956 Sales va. Accounts Receivable vs. Purchases vs. Inventory

($1,000's)
Est. Est. ‘ Purchases - Total
Month-end Cost of Purchase Difference and Month-erd Inv. £ Accts.
Year and Month Sales - Accts.Rec. Saleas Max h - Production Inventories Rec. (2
T @) or (6) (7] {

1955 Ooctober I $ %0 S | o | $ $ L3 $ L8O
Novenber. 200 50 110 700 560 270 560 610
Decenber B 1)1 150 100 700 600 450 910 1,060

1956 Jamuary 290 250 - 200 700 soo0 700 1,h10 1,660
February 700 600 L90 700 210 700 1,620 2,220

March 1,320 1,200 930 700 (230) 700 1,39 2,5%0

April 1,5 1,300 - 1,000 700 (300 700 1,090 2,390

May | 1,350 1,L00 950 700 (250 700 oLo 2,20

June 1,195 - 1,250 8Lo 700 (1ko) - 700 70 1,950

July 835 900 585 700 115 535 650 1,550
hew % o®OOBOR B E B TR

er 0 0 - n 0 85
-Oc‘t).obor 52 100 - 60 700 6_?;0 10 ggo ' .6'))g 4

$8,14,5 48,200 £5,700 : £5,710 (%70 Inc.)

# Cost of sales assumed to be 70% of sales (1.e, Col,3 = 703 of Col.l) () .Danotes rad fjjvurea

W Oy



Sales

Metacide
Systox
Parathion
Dipterex and L-13.€9
Miscellansous

Total

Gross Profit or (Loss)

Metacide
Systax
Parathion
Dipterex and 1-13/5%
¥isgellansous
| Total

Gross Profit « € of Sales

Metacide

Systax

Parathion

Dipterex and 1-13/59

Miscellaneous
Weighted Average

() Denotes red figures

*Q14" Chemacro Carporatidn
Sales & Gross Profit 1953-1956

-

(81,000's)
Piscal Tear
1953 195k 1955
detual &
Actual  Actual Foreeast
$ 28.8 § 38.2 $ 5.0
1,Lk9%9.4 89.5 1,220.0
s2a.4 95549 1,238.0
- - 2L5.0
59.7 10.7 30,0
$2,109.3 $1,L9L.3 $2,78L.0
(7.1)  (27.3) (50.0)
T75.3 256,0 ) 660.0
22.1 3L.2 25L.0
. . 88.0
7.0 (2.0) 16.0
$ 797.3.,3 270.9 $ 966.0
(79 (530 (%8.00)
5L 53.5 SL.1
L2 3.6 2.5
- - 35.8
L7 - (28.7) 231
37.8% 18.1% 3L.7%

AL
¥

TAZLE ITa

195¢
Forecast
$ -
975.6
1,125.C
385,

C——

' $2,155.0

é1.2
3s.0
102.¢
—(0.0)
$1,016.2

62,87
28.0
29,8

la.kz

H1an
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~TABLE 170

PCLC Agricultuwral Cheaical Division
les & Oros3 profit 195L-1956
(‘1.@") v "”, PYPTLY
L. Year 1954 .. & Kowiha 1955 Torsorr Tear 71956
L. Actual == Letual 3 —  yporecast
8% L£lass Balss Qros? Srd it . s 'groes -Sgs Gross EGrﬁ
= . ¢ 1 ¢ shzés:.gsés_.;,xlsm,sms@q.m*
tiden L23 s 1 e S S L22 S 22
.rq_:_,ss 20 30 %0 87 13 26 - LSS L
scide SQG:J- 68 2 32 a4 15 i 5 3 _ pT
.T. 1,88 (%) (7 2Lo (LL)(28) L8 L6 13
=D &o 56 9 P.‘.‘.‘-’.s‘..‘nz (m'*:‘s.z ;::(:: & },50 L 27 18
.ar Veed Killsrs 66 1311 e 119 66 2 2 1t 2
1=~ Weed illers 893 ué.’i.éu ) ,7'2"66 '}!g_ 9 T gey 158 18
! S e & [ IS Py o
zpphene 127 5.b .- 50 5 30 89 77 12
.u:innm 66 6 11 . 52 911
Arin 20% 2l (51;)‘(:2.0) .2 o O g2 12 23
Larin XY €508 29 (31)Q20.7) -
1 GusY’ w - (92 L. @ g 9 16
axb Lo Vol 6 L 1% L g P 61 19 %
sodfimm TCA=90 2L ‘3 12 8 112 8- 31
pemt it crophiie y ket 99 L o s 1L n° 30
Sodizm Pemtachl. ¢ 2 1 .- 09
Propea b sgea pLect & o Wz 18 1
Otber Preducts 265 (185)(66) L3 6 W
gross Total $,35L § 20 M 4935 ¢ 17 9 85,690 $,077 19%
. s vo=tiqr of PLLC AT tLursd pivisios 8T LoPerpes BC
Less fﬂ}é-‘.;—g:-.‘. {uLy TEDSITR Corporztion. ‘:“ 13 o
get Total ‘hpm $ 21.8 (7 n,559 $ 168 9% ‘5.9‘7 81.062 15%
DR Miciaks rol Siroe .

¢




Wor .. bhect hi. I
April 27, 1520

Pro jected P&L

Profit before New Prod. Ras.

‘Vﬂvlwfyi‘!

Difference Conbined
Pittsburgh Chemagro due merger Totzl
XNet Sales 5,547,858 2,418,000 - 7,963,835
Cost of Sales 4, 450 1652 1 428,750 N 5,875,422
Profit on Salss i, 097 206 889,250 2,035,42¢
. ¢ BIF Assist, to operations 85,000 10,000 43,05C
Operating Profit 1,062,206 979,250 2,041,436
Selling Expense! oo
Salaries - 223,640 78,400 64,400 36G,44C
Commissions - 20,000 44,531 L €4,521
Print. Stationery Post. 7,000 38,000 - 10,00¢
Telephone & Telegraph 31,000 8,000 1,000 - 35,0C0
Travel 109,000 25,000 124,0CC
. Dues and Subscriptions 8,000 1,000 - ¢,0Ce
Advertisiar 52,000 20,000 28,000~ 10C, 008
"Rent 16,524 5,445 23,525 - 40,452
Convention 14,000 3,000 17,003
~Royalties o NN 26,000 164,333 192,32:
Warshouse . 110,000 5,000 115,0CC
Sales Service 18,000 5,000 23,000
Ccllection 1,000 1,0CC
- . Reeearo*> Tech. Serv. to sales20, 000 7,000 27,000
Sales Order Dept. 13,000 : 13,000
Traffic Dept. 11 000 (6,000) 5,0CC
¥ew York Office 9,000 - (s,000)
_Miscellaneous 11,000 3,000 14,000
.. Total Sellinr Expense 702,164 367,709 101,922 1,171,796
360,042 611,541 862,6G6C
Other EXpenses: .
Researcin, Residue, Formulations,"
etc. . 10,000 87,000 —— 47,000
—Intereston borrowed ar © o Co - R
working capital 125,000 .31,000 B 15G, 0GS
w TR
YoTeT UTher ERpeasts —75, 000 %5, 000 - p ORIV
. . ‘ . . Xt
& 2 225,042 543,541 Y & 660,660
A . . . . PR . Aﬂ‘ :‘
Vthcr Income: C & . 2 k.
gonnisszons & Royaltics 25,781 5,000 £ 100,721
—Ddarbs
Total Other Income 25,7¢1. 75,000 10C0,7¢ 1
250,823 618,541 (101,923) 767,441
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Dlsperscment ‘of Personnel & Function
(Not including Research)

New Yer::

G. ¥, Hill, Jr. President
. F, Tonase.:, V.P.

R. von Runmker, Director of Ressarch

¥, S. Janes Sales Mapager

B. T. Snipes - Asst, Sales Manager

¥. T. ¥cLaughlin Spec. Accounts

freas=-Controller - Credit & 0ffice Manager

Steno. G.W.H,
HOF.T.
w.S.J.
Snipes~McLaughlin
Treas.
Order Typist
Szles Orcer Cierk
Inventory
Payables
Receivaliec
File Cleri:
Recepticnist < Stenc.
Tralfic
J.D.Mochi = Sales

. 4 .
Chicarc

A, L. Carnes District Hanaﬂer

K. X. Holadza; Sales
Sue Anderscn Steno
Order Cler:i: ()

Pittsburgh

R, C. Scott Prod, lhnagir
€. H, Elmer Sales

Steno D
. e .
. )

A, J, Franz ‘District ihnagtr<

Se.. F, Stewart Salss

R. C, Creasy Sales
Stens

Steno ~ Order Clerk (?)

Minneapolis

J. S. Skaptason
Steno

Atlanta

A. L, H'i,ggu'
Steno

los Angeles .

R. Y.'HcCalley*
Steno

Seattle
Hitchccck = Dist. Mer,

Banlon = Sales
Steno :

San Franciso

To G. Lewton - D.S t. Lu- .
Irvin Elliot
Margot Wilson

Dallas
B. BE. Swink = Field Salcs Yer,
C. Adams Sales

K. Holden  Sales

Wnbwu
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New Yor::

-3 office 12'x18"
4 office 12'x15*
8 office 12'x12°'
15x50 750

Steno Area

Office Rental Costs

216
720
432

Clerical Area 30x35 1050
Reception Areal2xl5 180
Storage Arsa 15x24 360

4200 square feet € $7 00 per square foot $29,400.

3708 plus 492 sq. tt. for halls, closets, etc.

(Present rate 620/montl)

Pittsbursh
Atlantz
Ckhicaze

St. Louis
Xemphi
Minneapelis
Dallas

los An"'ele'=

San Francxsco.

Seattle

O L E DCILE 4

200
118"
2.»0—
100—
110

70
85""/».
110+

165

150 none

1341
x12

45492

-

Present PCE&C

Present Chenarro

7440
708
22CC
6C0
1300
840
680
660
2016

16524

5445

Bar T
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‘vO:’.' J&.CC1. wle ©
Apr l 0 , lth

Total
Gallons

or Pounds

Parathion, Tech. 900,000
Systox e '75,000
Dipterex 17 units §00,000
Diptere:x 107units 500 007

»
f

. .,‘

CIIMAGII0 SALLS
Pro jected 195€

Total

Sales Price Sales Coct
per gallon per gallon Sales
or pound Total Sales or_pound Cxzt
1.25 ‘ 1,125,000 .90 810,00
13.00 975,000 4.85 362,75
.40 200,000 - +30 15¢,00
.81 155 000 .21 1G5 001
Gross Sales 2,455,000 1,427,758
less freight 37,000 . ,
Net Sales 2,418,000
~ Cost of Sales 1,4 l750
939,250
&
- &
.ﬁ " “

W D50



vor: Skeet ihc. 1O
April 27, 1920

Royalties = Commissions = Income, otc.

A.
Chemapgro Income
1,000,000 Charaer #10's €.06/each , 60,000
590,000 Charmer Refills €& .03/each ' 15,000
. $75,000
Royalty Payments by Chemagro
1/3 of Schedule A above of Bayer - 25,000
5/ to Bayer on parathion sales of 1,125,000 56,250
55: to Bayer on Systox sales of 975,000 49,750
1/5 of Dipterex Profit of $100,000 33,333
- | - 164,333

Commissions by Chemagro

al/

74 Commission to PC&C on Tech. Para. Sales of 343,750 25,781

5% Commission to Stauffer on " " » 375,000 18,750
' ‘ | 44,531
¥
2 s
L ’
D ) &t-
P ~

-

\,\,/ 20l
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LCstimate of Chemagro Sales Expense
Exclusive of Salaries & Comzissions, Rent

Telephone & telegraph 8,000
Travel 25,000
Dues ) ' 1,000
Adv., , 20,000
Convention ! 3,000
Warehouse §,000
Sale Service 65,000

Techn Service to Sales 7,000



—

Yeori 3heet Lzl 4

April 26, 19C1

Cost of Salaries
Exclusive of Lab, or Fielcd Res_aarch Staff

Pittsburgh ~ Chemagro Increase

P!’_I-"ez-sonlx;tﬂ. L PersonnAel L dzie to r
(1) esent Annua Present Annua erger otal
H. F. Tomasel: 17500 : . 20 55.. . Y8aut
W, S. Janmes 15000 _ 2000 1700C
¥. T. McLaughlin 12000 1200 13200
R. C. Scott 9600 2400 - 1200C
K. H, Swink , - 10800 : 1200 12000
®. G. Lewton, Jr. . 10800 600 . 114GC
4., J. Franz : 9900 - ¥ 8900
A. H. Carnes : 13200 ' : - 13206
Jd. D. Mochi . - 6800 . O 63C¢C
. H. Elmer 7200 : : 7208
A. L. Wigger (or replace) 6600 ey 66CC
C. A, Paulson v 900¢ . , 906G
S. F, Stewart §700 S700
R. C. Creasy 5400 . : ' 5400
E. ¥. Holaday 6600 ' - 66CGC
J. S, Skaptason €700 . : . 8700
S. L. Adans 6600 . 6600
C. I. Elliott 780C 4 7500
R. W, McCaller 6900 690C
Hanlon Replacenent 600C . : ' 6000
Pat sullivan 3900 ~.390¢C
Bertha Thomas A 360C ) - , 3606
Jayne Belo 39G¢C , 380G
Mar jorie Nelson 4240 S 424C
‘Atlanta Secretary 3060 4 ' - 30006
Memphis " ' 3600 ' ' 3600
St. Louwis " 3300 . : : 3300
Susan Anderscn - 3900 , : 3900
Mary Jane Carson 3390¢C 39060
Mary Lisle : 3900 : ' o 390C
Margot Wilson . 4500 , o -~ 4500
G. V. Eill, Jr. - 200060 2000° 22000
B. T. Snipes - 15000 15000
R. von Rumker (est) _ 10000 2000 .. 12000
B. Hitchcock (est) 10000 . . . M00 - 11400
Kenneth Holden(est) | . 8600 o, 6800
4 present sec. Themagro 16800 = ©o= = . 16800
Treasursr-Contraller ' 10008 - 10000
2 additional sec. L 7800~ > . 7800
Order Typist " 86086 '-- 8600
Sales Order Clerk , ~ 8000% "~ % 6000
Iaventory Clerk , _ 8608 <~ - 8600
le8 , - 8600 3 8600
Reveivables e T 8600 .. .. 8600
2 Nisc, Clerical _ 6600 6600
Traffic 4800 4800

223640 78400 64400 366440

VA oseog

(1) Includirg arnticipated increase during 1855



July 22, 1’” F
Xr. Rdward Pflueger | |
Farbenfabriken Sayer e e cetar
Laverkussn-dgyerwerk B s R a

Dear Bdwawd; t: . PELTVT oI

Becsuse of the very short astise of peur sequest for
asccounting figurss ea the sales sctivities of the Agricultural
Chenical Division, I felt that {t would be best to send the sctual
figures for the first six mcaths of this year.® Two modifications
vere nscessary as explained below,

~ Coamey LY s
‘ In the cass of the herbicides, we have used & “transfer
price” rather than Pigtsburgh's cost since, &8 previocusly discussed,
ws would propose to sell thsas products to Chemagro at prices, to
be sgreed upcn in detail at e later dats, which would be adequately
balov markst in keeping with eur previously iadicated objective.

~ Ouns itea which has been excluded from the attached
statemeuts is & loss of $74,716 sustained in ths liquidation of
‘esttaia products vhich have beez discontisusd (primsrily DOT pro-
ducts). This liquidaticn is mow slmost complets sad would mot
affect in axy way the propossed relaticaship with Chemagro. It wus
therafors felt that it would be uarsalistic to iaclude this in the
attached statsmsat. ’

Totai sales for the year ars estimated at $6,000,000,
with spproximatsly the eame margin as showa for the first six
moaths. Sales expense, hewever, would be lass fer the balance of
the year thaa éuring the first six messths. It would, tharafers,
appear that the sales sctivitiss ixvelved in the margsr would result,
as intended, {a sn isconsequestial prefis et lsss.

mpmamunummuunnw

a droadar and better sstablished pesitien ia marketisg. It has
besn hoped that the Agricultural Chenical Divisica's sales ergmi-
. satisa would be self-supportisg fzom its presest activities and
that the marger vith Chemagro wsuld, therefers, ashisve enr
ebjective witheut baing 8 fizssacisl burden %o Chemagro. We balisve
ghat the attached figures demoustrats this without vesertinmg to
predictions of futurs expectsd improvements ia ssles volume end

profit margins.

VWV 01994



Ar. Bdward Pflusger -2- - July 22, 1955

1t should be kept in mind that is {s mot our intent to

transfer profits to Chemagro but rathsr to give Chemagro em ex-
perienced marksting orgsnization which, we balieve, will bs at
least self-sustaining and will ultimately be ems of the essemtisl
factors that will ensble the sew Chemagro to became pre-emimsat in
the agricultural chamicsl busimess.” ’ .

P1sase let ms know {f there is additisaal {aformation

that would be helpful or 1f the informatiom preseanted is sot elasr,
since this material has been gottem togethar eun very sbhort sotics.

with kind perseual regards,

e D
-

o ,umuly yeurs,
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FROM:

© SUBJECT:

MEMORANDUM
g. L. Hillman December 1, 1335

-R. R. Lucas

New Chemagro Corporation

In New York om Tuesday, November 29th, Mustard and I spent a
very amiable morning with G. W. Hill of Chemagro Corporation going over
the estimated 1956 income statement for New Chemagro.

- On this statement the quantities and docllars of sales are based
upon the Ag. Chem. Division's "1956 Sales Forecast as of November 1, 1955"
and upon Hill's rgscimated Profit and Loss Statement-Piscal 1956" dated
May 3, 1955, with elimination of duplications in the cases of Parathion,
Systox and Dipcerex.

In developing Cost of Sales, it was agsumed that the materials
sold came first from field inventories, then from McKee Industrial Ware-
house, McKee wWarehouse, Neville Island Plant and, finally, new procurement, .
The book inventory values were used for Cost of Sales until exhaustion of
such inventories, then an estimate supplied by R. C. Scott was used for
new procurement. The administrative amd sales expenses wvere developed by
me, based upon information supplied by Hill and Tomasek. The Research
Expense and Other Expense were derived essentially from Hill's letter of
November 17, 1955. : '

Hill reviewed :hé Sales and Cost 65 Sales of Systox (by far the

‘largest item profit-wise) and agreed with the computation. He also re-

viewed the administrative and sales expeases, pointed out two or three
minor errors of over-estimate, and called attention to three {tems, namely;
warebouse expense ($108,430), advertising ($50,000), and travel and enter-
tainment (118,000), which he believed could be reduced substantially. He
and Mustard agreed that interest expense shown as $25,000 should be in-
creased to $85,000.

In short; Hi11 felc that the estimated net income (before iacome
taxes) of $750,000 vas realistic and attainable. He also noted that this
amount vas approximately the same as his estimate for old Chemagro alone.

-

In the afternoon, Moore and Tomasek joined the group to resolve
the matter of guaraanty of gross profit on 1iquidation of present inventory.
Whiie Hill at first insisted upon an assured margin of 7¥% (between transfer
costs of iaventory from PCSC and sales price) on each brush and wveed killer
geparacely, he finally agreed to the following compromise:

On inventory initially transferred from PC&C to
New Chemagro (imcluding all field inventory and possibly
some materials at McRee and Neville), the transfer price
is to be PC&C's book cost in all cases exce ¢ that, if
the market price of any {ndividual product is less than
757 above PC&C's book cost, then the transfer price is to

be such market price less 7%% thereof. .
| \A/WM76I



Mr. H. L. Hillman ‘ December 1, 1955
Page 2

On ail inventory transfers occurring subsequently
up until October 1, 1956, the same manmer of determining
transfer price will be used.

Any inventory of the products involved, remaining
{n PC&C's stocks on October 1, 1956, will be transferred
to New Chemagro on that date. Such macerials, plus all
{nventories then owned by New Chemagro which had origi-
nally been a part of PC&C's October 1, 1955 inventory,
will be reappraised in relation to the then existing
price schedules; and any individual product on which the
book value exceeds 92%% of such current price will be
ceduced to such 92%7%, and the difference charged agaimst

Pcm . °

Also, as of October 1, 1956, the gross profit on

the following five weed killers - EWK 44, EWK 40, Ester

. Air Spray, EWK D-4 and AWK 40 - as one class, and the
following brush killers - 10-20 BK, 20-20 BK, Lo Vol 4
and Lo Vol 6 - as another class, will be computed. 1If
either gross profit is less than 7X% of the sales prices
obtained over the period, then the difference between
such computed gross profit and 7¥% of such sales price
will be charged against PC&C and credited to New Chemagro.

Hill agreed to see Pflueger of Bayer, probably om Thursday,
December lst, to discuss this matter and to make a joiat propesal to you
as soon thereafter as possible. I believe all present expect the proposal
. to be mora-cr-less as outlined above. oo

reL.

R. R. Luecas

mb
cc: W. K. Menke

R. M. Moore
BE. R. Mustard

W oies
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EXHIBIT B

AGREEMENT

MADE as of the 1st day of November 1955, by and
between FARBENFABRIKEN BAYER AKTIENGESELLSCHAFT, Leverkusen, a
corporation organized under the laws of the Federal Republic‘of-
Germany, hereilnafter called "Bayer"; CHEMAGRO CORPORATION, a
New York corporation; GEARY CHEMICAL CORP,, a New !brklcorpora-
tion, hereinafter called "Geary"; and PITTSBURGH COKE & CHEMICAL
COMPANY, a Pennsylvania corporation, hereinafter called "Pittse
burgh",

 WITNESSETH:

WHEREAS, pursuant to & series of agreements, being
principally the agreements of June 9, 1949 between Bayer and

Geary (including supplements thereto such as the letter of June

- 7, 1950 between Bayer and Geary), of December 15, 1949 between

Geary and Pittsburgh, of May 5, 1950 between Chemagro Corporae
tion, Geary and Pittsburgh, and of November 1, 1953 between
Bayer, Chemagro Corporation, Geary and Pittsburgh, the parties

- bave arrived at a status of Bayer, Geary and Pittsburgh each

owning cne-third (1/3) of the one thousand fifty (1,050)’author-
1zed outstanding shares of stock of bhemagro Corporation and of
the consent of each being requiréd for any action by the Board
of Directors of Chemagro Corporation or for any amendment to

the charter or by-laws of Chemagro Corporation; and

WHEREAS, Chemagro Corporation, so far lacking any
manufacturing, formulating and development facilities of its own

and also a sales organization capable of adequately covering the




»

T

‘Y

United States of Amerilca, %ts possessions and territories, and
Canada, is, desplte nany valuable Agricultural Chemicals offered
to it for exploitation by Geary and recéived by Geary from Bayer
under its agreemsnt with Bayer dated June 9, 1949, in a weak

conpetitive position; and

WHEREAS, the parties desire that Chemagro Corporation
and Geary be consolidated into a single corporation (hereinafter
called "Chemagro") and in order to further intensify competition
in this field it is Bayer and Pittsburgﬁ's intent to puréue '
their agricultural chemical activity in the United States, its
possessions and territories, and Canada, through'the medium of
Chemagro and to assist Chemagro in achieving and maintaining a

better position in the agricultural chemiecal field; and

VHERZIAS, for the purpose of achieving such goal:

Baysr, Geary and Pittsburgh are willing to grant
Chemagro, to ths best of their abilities, technical assistance
and to nmake qualified personnel, now in their emﬁloy, available
to it in order to enable Chemagro to create its own Manufacturing,
Foraulating, research and development facilities in the Agri-
cultural Chemieals field; . |

| Bayer and Pittsburgh are willing, if either desires

to derive a profit from any Agricultural Chemieal for vhiech 1t
shall have Technical Information, in the United States, 1its
rossesslons and territories, and Canada, to offer such Agricule
tural Chemical to Chemagro for sale, formulation and manufacture
in the said countries; | : )

Pittsburgh i1s further willing to transfer to Cbem--
agro on a fair and equitable basis the sales organization, good

will and physical inventories of its Pittsburgh Agricultural »




Chemical COmpany Division, excluding therefrom Pittsburgh's
Charmer activities (any acquisition of which has been specifice

2lly considered and rejected by Chemagro); and

WHEREAS, Geary desires to retain its finanelal
interest in Chewagro but is unable to make funds available to
Chemagro to the sams exient as Pittsburgh and Bayer in meeting

the estimated future eapital raguirements of Chemagro,

NOW, TIEREFORE, in coﬁsideration of the premises
and of the mutual promises of the parties herein contained, 1t

is agreed as follows:
SECTION I - DEFINITIONS

As used in this Agreement, the following terms shall

have the following meanings:

1,01 "igricultural Chemicals" shall mean chemicals
of axisting or potential commercial value with regard to agrie
cultural and ferest crops (ineluding, but not limited to, fruit,
nut, field, truck, vegetable, forage and horticultural crops)
or for the contfol_of rodents or oonrganisms affeeting humans
ané animals, but specifically excluding therefrom fertilizers,
veterinary medicine and pharmaceutlical produets, and paodﬁcts

for the preéervation of textiles and wood.

1,02 "Formulating" shall meaen any processing of a
physical nature of an Agricultural Chemiecal for the purpose of
aaking thercof a ready-for~use material, which material for pur-

posas of this Agreement is to be called the "Formulatlon'.

1,03 "Hanufacture" shall mean the chemical syn-

thesis of an Agricultural Chemical,

1,0  "Pecinical Informstion" shall mean
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{(2) witll regard to the use of Agricultural
Chaaleaic and tueir Poramulations:
) szschren roports relating taeretos
(it Lastoesicons Dor use thereof

(inn.  sifommmtion on the composition

PRELs .Cf;
l , {iv:  Iufcrmesicu on the chemleal strue-
el aetivs dnrradidant or danredientis thersofs -
(v) infor :ation on the Formulating;

¢vi} iafcrmation on equiprient suitable

(vii) anslytical n2thods and procedwres

e

Tos the deitzrnination of the active ingredlent or ingredients
r , (viii} toxicological data re'lating to the
- us2 and the acéive ingredient or ingredients thereofs
~(4x) patents and patent applications,
cuvaring e use thereef, filad by tns licensor in the country
L vczfﬁ 5 Illcensaz %o uss 1. belng granted in acccrdance with

gt -~ IR X LT
';_Lli-} :‘Ag. '.1!~'.'..~';.71L;

(=7 any oiher information necessary or
croal fop o the orsetliezal uza thareols;

{b) witit regard tc the ilanufaeture and Formu=-

cing oo Arrienltural Cierminals and the intermediates regquired

sodwaler =
(1} flew sheets showing the process
l Goshe Lote o sponibiens
T4 Gate ccessary to evaluate the

Cunatnied ol L hrceess

{ {111) 1ists of all machinery and equip=

uent recuired for carrying out the nroeess;




Lie Ge2UAES Yo be used as 2 bpasis
zutaLevztion:

) dgeenlazs of sacainery and equipment

anainend Yoer wmurchoo sroreandacturdnz suehh tachinery and equip-
a1 (g3 for meling such

o lau ovas wgvdrooout &0 znd dacsfar 2s in the licensoris

yto: drowings crntieonzd mader (v) will not enable a ma-
2w feetosy in whis Undied Statze to badild the reguired machine

(vii) +infcrmatisn cn the metallurgieal
ction naterialss

(#3417 detailed operating instructions
zive all data reguirod for stariing production, including the
cds Caov exaniaing ti.e starting materials, thé
(i pafzins 2ad patent applications,
11 aerieniturzl Chemleal or of the
sLotoenadilalee snarsliov or e Poreclating of tae Agriéultural
GrootTeal a3 otas caaé ey oz Tileld by the llcensor 1ia the

v fer which tin Moenons o ocoavraeture and/or formulate

e

P ey Mmooy s e e may aad i Jelgd Al .
a3 Gusin franted Lo acueerinnde wdti: thils sigreeaent
rd

&y any cthey information necessary

vl e the oranfagtvrs of fhs Azricultural Chemical and

Liodntorradizoed thovsfor, o thae Permulating of the Agricule
3T Ll Tenls as R oeape rny bz end oy the salsetion, cone
Ll cnomz Tubsceiiatizn v the prezess hest sulted fer nmeeting
THDETLA LT,

(51}
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1.0 “Contlrontal United Stutes" shall msan that

rinad Staves of Auerica withln her bouncdaries on

whe datle o bhiz Azreenent viien is situatasd on the American

20n Canada and whe United States of ilexico.

L0 "Prios Tommatuencs” shall mean any restrice
Ll s e ey ef the martier fuvelo awinliig oul of any contracts

Jegoukion Taocng dove o7 Wils Agresnment, specifically ineluding

EAUNER TP
- ,'
- e -l T P
o) greelnsnt ar Loy 20, 1999 betweea Scuenley
Lremeabosies, Loz mnd Pacbhoafavriies Taror, Leverkusens
i Agvoanat Goteer) as of llovember 30,
LY G5, 1t 4 rarbenfabriksn Bayer,

SCETLNEER St Saany Ll Jowpsariion

La) dgreswdite as ol april 23, 1999 botueen
JIUEVLL G el Tomeany ol BEliyl Corporatlon, 100
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SECTICH XTI = CCUSCLIDATION OF CITMAGE 0 _AMD GLARY

L AL R X

2,01 Un or bafore thirsy (3C) days from the exccue
tlon of thls Agreemant, Cheizgro Corvoraticn and Geary shall be

consolidated, with leary as the surviving corporation, in the

Rmannsr authorized by Secticn 86 of the New York Stock Corporation

Law, the provisions, terms and conditions cf such consolidation
to inelude those hersinafter set forth in this Seetion II and
such others as may be agreed upon by the parties hereto, subject,
however, to the approval of Geary's stockholders as required by

Secticn 26 of the New .York Stock Corporation Law.

2.02 The name of the consolidated corporatioxi

7
re)
£
1
|-l
o
o
€
o
o

'3
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31
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(v}
o

orporation, or such other name as the parties

2.03 The amount of the capital stock of the console

1dated ecrporation and ths number and par value of the shares of

walch 1t is to ccnsist shall be three million dollars (§3,000,000),

ecnsisting of Jifty thousand (50,0C0) shares of Class A common
stoclt naving a par valuc of twenty doilars ($20) per share (here-
irafter called "Class A" stock) and one hundred thousand (100,000)
siares cf Class B common stocic having a par value of tventy dollars
42C) ner share (héreinafter called "Class B" stock), the Class B
stoek te be voting stock and thae Class A stock to be without .
veting rigats but otherwise to be identical in rights and in all

othier respscus with the Class 3 stock,

2.C% The three hundred fifty (350) sheres of Chem=
agro Corporation stock now owned by Bayer shall be converted into

five thousand (5,000) shares of the Class B stock of the consolidated




Sel; o fan theee uuvaod i;." {350; shares cf Chemag.o Corpe

‘...‘.

(‘f‘ [
eration stock now cunad by Pittsburgh shall be eonverted into five
.tuausand P QUGY alares of vhe Class E stcek of tne consolidated
corptratiuig «wif g ainety-nine thouzand two huadred eighty
(99,2507 s.apes of Juary 2osuon stock (belng the tdtal nuntor of
siizred of Ceary eormon stock of all classzs now outstanding) .
zhelld L2 eonverted iato five thousand (5,6C0) shares of the Class

A& Stoek o3 the consolidamed corporaticn.

2.07 After th;lco nversions hereinabove provided
Tor, any rffer ol tho consulidated corroraticn to issue addie.
tional shafes of its stock cr cother securizies shall be subjeect
to pr~c~r:;¢e riznts in reccrdancs with the now existing PT O~
visions nf thae Tewr York Stoek COrncration Zaw but without the

limitaticne therein nrov'du: in reswpeet of shares or other

socuritizs wialeh nay be Iisoved or opticned to effect a merger or
eentslideticen; o fov & conslderation cthe» than cash, or which

Ly be prit of those origloslily authorized in 1ts certificate

o

i lreorrorztion and iggned. soid ov cpilcned within two years
fru& the date of Diling suclh cartiiicale; nrovided further that
&.] starss ov securities surchased by holders of non-voting

e:

s§t,ook pursuant to the exereine oFf o0 tive rights shall be,

[=}
Lot
(48
(o]
[£3

oxchanged Jory non-vating shares or non=-voting securities.

»

2.05 The consolidated corporation shall not sell
aAfitional sheres of 1ta steek at a price per share vhich is
less thar ihe higner of (a) ihe book value per share outstanding
2rior to such zale as of the close of the month preceding such

gale or {b) twenty dollars (£20) per share,

ca




2,07 it the eveaut thazt anr stockinlder of the con=
solidated corporzfi-oi. Jdesirzs herealter =z oll all or any pors
ticn of his suocls in such corporation, e shall first offer in
Cwrdting o szll such stnek ol a price o ba determined by the
c2feroyr . 4o thes ctbce stoskirldars pro ratz in proportion to
their thone~existling raspeetive stock intar:sts, Eaeh such
stocknolder shall have a right to accept such offer in wvhole or
in part, and to the ezxtent any stocikholder declines or fails to
gecapt such offer by writing delivered uitnin ninety (90) days,
the othnrs wiio nave accspted such offer in full shall have the

ight during a pericd of sixty (é0) days to purchase similarly
pio rata any of the siares so offered and refused, If at the
expiration of such sixty (60) day period any offered shares are
not so purehesed, the offering stockholéer shall, during the

eriod of thirty (30) days stheveafter, te free tc sell such

remaining shéres to cthars at the same price, including all
terns, as thzt ot whiel the stoek has been offered to and re-
{used by the cther stockholders,

| (a) ;roviaed? however, that any stockholder
£nall have ths right to pledie ité sharss of stock of the con-
solidated corporation as szaurlty for a lean, where the terms
of such pledge assure that sueh stockholder retains any voting
rights to all pledged sharss, and that if such shares are to be
esquired, sold, or dispossd of by the pledgee they shall de
Tirat offered for sale by the pledgor or the pledgee in the
ranner noreinabove provided; and

(») Provided furtier that any rights here-

under or any stock of the consolidated corporation may be freely

sold or assigned %o the parent, spouse, child, grandchild, brother,




nwbher ol shzres of Class & stock.
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lzreement; and -

{e) Feoviied further that any offer to sell

shares ef Class
subject to tue cordition tua. any sha

chased wy a Cian3s A stockhclier shall

steeir €0 2e¥ (lass A stockholder shall be

res of Class B stdock pur=

e surrenderad to the

ncoporation imihsdlately afts:r purchase in axehange for an equal
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gented Ly tals cerzifia:
ticas get Torva in an ap
betrzenr Farbenfabudkelr savor Auat?
agro uorrn‘ntmﬁn u'&lj Ouarilaal
Coits & Thenlezl Pomﬁa‘ o

all certificates for shares

shal. eontain a nctice substantially

s ool Lha shares Tenraw
»§ subjecl to
23 daced Noverter 1, 1957,

the restric-

P u& \.Jal] SC‘ '11t$ C‘Ien-
Corp, and Pittgsburgn

{2 The siartar and wvelaws of the consolie

rd of directors shall con=-

22 present at

4 quortx

directoers

Vad H 2
Tor the btransaeti

waleh shaill b2

(1) its boa
a8 (9) directors ta be e_gctea by cumulative voting;

(i1}  the nGmber of directors who shall
2 meeting of tue dirszctors in crder to constitute
on of any business shall be four (4);
(441) <the nunber of affirmative votes of

neendsary {or the apnroval of any item

of business at any ceeting of directors shall be four (4%)j

10




(iv) no further amendment of the charter
or by=laws in the foregoing respects shall be effective unless
‘authorized by the votes, cast in person or by proxy, of the
holders of record of two-thirds (2/3) of the outstanding shares
of Class B stock, '_

(b) Paragraphs 5, 6, 7 and 8 of Article I, .

Paragrapi 5 of Article II of the Agreement made as of the first
daj of November 1953 by and between Bayer, Chemagro Coipuzation,
Geary and Pittsburgh and Paragraph ¥ of the Agreement of June 9,
1949 between Bayer and Geary are exp:essly cancelled herewith
and herevy ceése to be effective.

SECTION III - EXPANSION OF CHEMAGRO'S

SALES ORGANIZATION AND CREATION OR

EXPANSION OF ITS RESEARCH, DEVELOPMENT,
HANUFACTURE AND FORMULATING FACILITIE

3.01 During the term of this Agreement, Bayer and
Pittsburgh shall pursue their Agricultural Chemical éctivities
in ths'Uhited States of America, 1ts possessions and territories,
and anada, through the medium of Chemagro, specifically exclud=-
ing therefrom Pittsburgh's Charaer activitles and Bayer's Vero
Beach activities relating to Agricultural Chemicals, To such
end Bayer and Pittsburgh éhall, to the best of their abilitiles,
cause Chemagro to expand its sales organization and to create in
the Unitad States and, if appropriéte, also in its possessions
and territories, and Canada, with the shortest possible dalgy,
adequate facilities of its own for development, and Manufacture
of Agricultural Chezicals and, in due course, facilities for
researech on and Formulating of Agricultural Chemlicalsjy and they
' shall also grant licenses of Technical Information to Chemégro
and shall arford to Chemagro, on the terms set forth in a sepa-

rate agrecment of even date herewith, additional financial assis-

‘tancse.




SECTION IV - C:IZIIAGRO'S SALES ORGANIZATION

4,00  (a) Pittsirwrgh agrees to transfer to Chem=
agrn as a7 Noianber 1 1955 thg ra2les organizétion (personnel
and all c:rtiraant decungies)  gond wvill and paysiecal inventories
et Lux Fruviiovogh Loelaciioe ol Ghamieal Geupany Division on terms

£ 2wnt ileas e el ancresd uxan beiwveen auilborized representas
R - f g

tives of Shemnges and Plibsb roga
‘e L YN . > » - . - -
L) Lhziooon sanl moke every coasonable

efinrl Loomwanat Lix osalss riisitlox ) now praetizally confined
TooLae Lontioseanl wlled Jhales, 2lso Lo Zrnada and the posses-
giocroant seoritories of ti.e Telted States of america.

%32A%CH, HEVELOP-
PACILITIES

L.

IR Hazer Ll Pitusburgh $hall,.to the best of
Lootroanilitics, grant to Jhoaagre teehnical assistance and
g0l ot 2 LonorAary oasiu, make qualified experts available in
el ie o oenabre Susnagroe Lo orsaic In tie United States and, 1if
Liney mlso ine L¥s poctszzions and territories, and Canada,
wiio sh3 Suerug3t possible diluy . adequate faeilities of 1ts

cwn Tor deuelopasny, danufacsas: and, 1o dus ~ohrse. for research
wnd Fovnulating of Agrieniivral Zhemfecsls, and shall also

N

eziizv Gasragro in fiading arans to ogerate directly, if prace

tQ
-0

tical. Flttshursi's existing piicsphales inseeticide plant,

¥.02 A tachnlcal comrittee shall be appointed,
ceunisting of an egual nuabar of renreseantatives of DBayer and

Pittsburgn, whica technical somnlttee shall study which agricule-

tural chanmicals and intermediates therefor, and the quantities




thercof, including formulated materials, should be made initially

by lazmagre, which rassarei

a0

snd development Tacllities should be

fagillitises of Chemagro should be

.utee shall also investigata the

condien by Chemagro of Plsttsburghts

ronetio viomt 4
o 2o oshassiate insaeceiloiig olant or its vransfer to and -
fncerpmirition into Chaextgre ¢ nIv annulfsctucing facilities.

.G, As soon r.o fozslble aflar the teciinical come
mivuee g oohitted Lty rucspmmindacions o the'board of dire¢~
tors ord Lhe board has dseiced therecn, Chomagro saall commence

=
Soo= In otae event

. - - .

) o Boayer or PLitsh rga o

L = - 2 . .

3 SUDIVILE IV Lo N

. P .
TUAErD AN O

wtinn of faeilicics for siie ianufacture and, in due

and Fornulating of Agricule

wiae Cheaagro sh,i¢ ra

quest, and

ci2ll furnist, ane or nore eaployees

nettion ith planning,
razebinsry, or operations,

¢oonzien Tarnishes sald employees

.7:7"("\
T ta Lae perty Surnishing such em-

ploree, naeciuding salary, (onveling exnenses and allowarees, on
ruch bas.s as shall b2 agrend to at the tine.

STCTICH VI

THCIETICAL INFORUIATION
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:eratcfore‘granted by Bayer to
y eroly a2mended to correspond
anted by Bayer and Pitses
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Seetion VI provided.
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6,02 (a) Subject to Prior Commitments, whenever
Bayer or Pittsburgs desires to derive profit from an Agricultural
Chemical for vhich it shall havs Teciinical Information, in the -
“United Siites, its possessions and territories or Canada, it
sazll zr: 2t to Caemagro the Tirgt right of refusal (to be exer=
elz=d wliiln a r2zzonable time after havinr recelved the come
pi2ta ofisvr) cn

(1) a non-exclusive, royalty-free
license, witin the right to sublicencz thereunder, of such Tech=
aleal Infsrcnavion for ths Manufzceture and Formulating of such
Agriccltural Chealeal a2nd suel internediates required therefor
&3 are not occmmerclally available in the United States, 4its pos-
s2ssicng 1nd territorics and Zanada; and

(1)  zan exclusive license, with the
right te sublicsuse therzundav, of such ?echnical Information
v She use and sale ol suen dgriculiural Chemical in the Agri-

eullural Shealczl field in zas United States, its possessions

and territories :nd Cansds,
-
In eaen case such offer shall includa the rights relating to the

manufaetics, for=ulating, us2 and sale of the Agricultural Cheme

L1eal, unlass the osffer 12 exarensly 1limited to rights relating

{b) Chexzzzro shall not civulge any Technical
Lornation recelved frea 3nysr or Pittsovurgh pursuant to this

agri Lo others sxeapt Mar the enjoyment of the intended use

a-

Vit
"
<
Q

as ueratcfors authorized or 23 anthorized in writing by the

licenscr.
(¢) The terms and conditions of licenses,

including any royalty nayments to be made thereunder by Chemagro

-y,




for exelusive licenses granted pursuant to Section 6.02(a),
shall be as reasonabvly azreed uon in cach ~ase dbetween the

of feror a1d Chenagre. I0 Cusnngro has rejected the terms of
any cffer. the x{fsvor siall sutject o Prior Commitments, not
offer tiu:z Ligense Lo ansiie oil mewe favorable terms without
s, vasfering the Ilcense o Chemagro on 3uen more favorable

@isn arovide tnat, whenever Chemagro

t
[¢]
¥
e
-
w
o
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[ 4]
:\
)
'_!
-

1
si:all ast, after = rsasonabls ~uportunity, have cbtained a
reascnabl: siuarg of iz marial fer any licansed preduet, the

lizensor :nall Lo fraz te seil sach product anywhere except in

{(d) Tothing %a tuis Agrecnent or in the
relsze3 Lo bte olfered hereunder shall be construed as excluding
or liniti:g the rightz cf any periy hersto to sell anywaere in

aaowerli osuch vaducts as ave in tue Poblis Domaln,

6.0 (2] Chems:nvo shall supnly the llceasor herew
PUBELY aﬁ the esse nay be, wilh pariodic and conplete 2ports
eovering e reciulis ef Chersgruts davelopa:nt pertaiaine to
Teeitnfeal Tnfsrmaticn licernssd 49 Cheownarn oy such ilcensos.
\t) The iizonsor RETounusr, as the case mwy
be. shell be gransed a non-2::lusive. ruraliy-frse license, with

cense theveundéar, ol tie lechnicai Infornmatio:

Hd
3~c

the -~ighy to subll

treluwdsd n the reports described in ths next areceding subpara-

_ (i3 fer Wanufacture, Formulating, use
2t sale La all eountrics of tis world in filelds cther than the
Aprizultusal Chemical fleld und in 2.l countries other than the
United States, its possessions and territories, and Canada, in

tha Aeriaaltural Chemical Fleldy and




“

(G

(41) for use in all countries of the

worid in the develsyp ant of new preduets a:vl nrocesses for Cheme

5 Chv ALY Laeinii2al Information which shall be
ceritonal indevpandantly by Chsuagro, other than that pertaining

to Chemngro, shall be owned

[
o

PR ' . R T, ISP S e K3 .
1o TaeinLond Lndoraetioill Leans

sransfers and licensing of any such

Iy Cherars, All sales,
Tasiuigal Taloreatlon rust ba zuproved by the Board of Directors

;> . . - ~
Ca L BING . rc.

.07 (z) F&r wha dnration of any exclusive license
;oooned nonescrdase? with Faragranh 6,02(a)(i1), Chemagro shall
Lo oaniliioled 2% itz uption bo znforce all patents so licensed
nazcenndie, Chamagio :halﬁ keen tie licensor advised of any
pagnut Lafsdnsemant oy ubiioo Q.:c:ruo :h2lil have knewledge and
e el Dafeinmgesans auits whiaob Chaszgro shall instituts, The
Tietnaor saell Turndsa e hewmavo suh informatlon, advice,

Cowzzent s and sinllar ascisianes in connection with any such

sans &S Reussro may wvoason bly fecness. € cmagro shall nave
iaw righs bo inabtitute sult Jor inlringanmcent of such patents In
2¢s cun azze ot 1o the a2 ol She iiecenser, Tine licensor shall

Lavae the rigat <o jnartlsins’e ia any such infringement suit insti-
iubzd by Chemagrs and shall Laar any ezpeuses incurred by it as
oovasuls of such paritieipation. ALl expenses incurred by Cheme
aood ingcideninl 5o or in cauu:ctibn with cr 1n preparation for

.y Such suxt o conteaplatad zulit shall be paid by Chemagro,

and any secovery of damages or profiis in such infringement suit
shzll be retained by Chemagro., If, upon written request of the

ligensor, Cihemazro fails to sue an alleged infrineer of a natent

YR

1A




80 licensed within ninety (90) days after having received susch
request, then the licensor alone shall bs entitled to sue such
infringer at its own expense, and to colleet any ahd all damages
pald by the infringer, wvhether as a result of a money judgment
oz as a result of any settlsment which the licensor deems advis«
a*le to make, - .
During the pendency of any suit by Chemagro
for infringement of a patent so licensed, any royalties payable
to the licensor in accordancz with the license agreemenf for the
use of such patent shall not bte paid to the licensor by Chem=-
agro but shall be placed in escrow pending determination of the
suit by judicial or administrative authority, provided that the
escrov shall terminate and the royalties therein deposited shall
be pald over to the licensor if Chemagro shall fail to prosecute

the suit diligently or shall negotiate a settlement agreement,

In the event that the sult shall be determined adversely to

Chemagro by judiecial or administrative authority by reason of-
the invalidlty of the patent, such royalties as may have become
due and were placed in escrow shall be returned to Chemagro, and
no further royalties shall ba payable by Chemagro to the licensor
for the use of such patent. In the event that such suit shall

be determined favorably to Chemagro, or that such suit shall be
deternined adversely to Chemagro fof’any reason other than invale

idity of the patent, the royalty payments as nay have become due

~ and teen placed in escrow shall be turned over to the 1icensor;‘

(b) In the event that any patent under which
Chemagro has acquired a non-exclusive license in accordance with
Parzgraph 6,02(a)(1) above is infringed by others, Chemagro may
notify the licensor within a reasonable time and request it to

instltube suit against or ts license such infringer in the name




of Chomaygro or in the licensor‘s name., If the liecensor does not
irstitute suit or liecensas such infringer within ninety (90) dars
aiter recelipt of suci: actice tanen Chemagro chall have theAright
to sue such infringes L tike licensor:'s naaxe or in the name of
Ctsnéjﬁn it Lo owales dho lircnsor e party %o sueh suit. All ex-
2o irnewrrsd by Thoaazro ineldental to o in connection with”
e dn oarezaravicn for any suehh sult or coriemplated suit shall
te s2ld 1y Chemnpro, and in cueld event any payments made by the
iafeinrez, whcthedr 2s a result of a zoney judgaent or df any
setilcuernt unich Chemagro decms advisable to make, shall be re-

tzinad hy Chenarro.

SECTION VII = TRADE-ILARKS

Bayer and Pittsbrrgn shall inform Chemagro and

ficr Lo Cuemapre the vizght of free and exclusive use in the

[2]

United Siates, its tarritorics and pessessions; and Canada, of

thzir o elfle vrade-maris sid copyrigits covering the nroduect
ligensed or offered for license in the isgricultural Caemical

Fieid. Clhauzgve siaall, wherever practiecal, accept such offer
in due time and use the trade~nark for the speeific product
licensed. ?Provided, howsver thnat anytiing in the foregoing to
~toe contiary notwithstanding, the offeror of a trade-mark or
copyright iicensed to Chenucro shali have the right to use its
respective trade-marks in ccrnection with any offering for sale

cf zny of Lts rroduets nerzitted by the provisions of Paragraph
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SECTION VIIT - DiTATION OF AGREEELT

9.01  his igreatent £hall remain in full foree and

effeet watdl Deccuber 3L, 1037, and thersafter until terminated

as heoslin luer st Jovii: aiecidad, however, that if Chemagro

shrdl lramg BnaLranpt er be ilooidated, his Asrecment shall

3 ? - du - - -
Tooeviowlio terninate

|+ - 4 2.8 el ", |- -

¥, 02 (&) ITlthes Tzyer or Pltistary

the faloncat oa Deee b 310 1537, er any D2cember 31 thereafter,
29 -2lving at leael two () yaztse prior wricten notlice of such
Teriicaibion to thiz 5thc: whlen nsiice shali grant to the other
an crhlan’ te arenase thist ruwster of shares of Cla#s B steclke

eist, whion eddid to such othert's holdings on the termination

d;fa, ULLT anual tueesiivds (5S3) of Sho Uluse 3 stock of Cheamw
2gro, walch epllon shall br ososrelsablisz at che 2nd of such two=
FeDocericd upoa thE Serss pvided dn Faragrashk 9.02{e¢) hersoef.

(Y Tpon (hs fersalzitlion dabe nuceilied in
sued netlos, Llls Anpastogt 78l oond, oneoud Ghat

(=)  amy sxclusive 1lcanses taeretofore
revete manll ecnaln edetasive for a period of
Shree {3} vears frem suzh terr onation dats, and all licenses

Lhrrsiolole granted mucsuant iroto okall eontinue after the end

of zush Lirswe-yast peeded on oo oonegieiasive basisy
R taie vopvg of first refusal granted
Dy oEestioo DT mavos? sudll ershiome fn 511 Soree and effect: and
J ]

(750w thn wrant that the party giving
such notice of termination sihcll enter into competition with
Chaemagro 1n the sale of Agricultural Chemicals, such party will

consent in vwriting to the anerndment of the charter and by-laws




of Cheaagro to eliminate the right to cumulative voting amd the
restrictions on amoudzznt of the charter snd by-laws of Chemagro
set forta in Section 2.03(s) nereof, and will vote its Class B
stveek for the eleetion of diractors nominzted by ths other,

(e The peice at which the party receiving
whe totlsn shall bo criisled to purecnase tiie shares of Class B
stozk pursuant fo the optinn granted thwereby shall, unless mutue-

Bavar und Pittsburgh, be determined by arbi-
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tration 2ct later than nineiy (90) days prior to the termlnation
date spezified in saild notios of ternmi nation, and such arbitra-
tlon shall take iato acccunt, in deterzining such srice, the
éffect o2 the value cof tas stock of the termiration of this
Agreement znd of the exclusive licenses granted hereunder,
Uritten aotice of intention Lo exercise the option shall ﬁe

7ivan at least talrty (20) days »nrior to said ternination date.

8,03 This Agreement may be terminated in whole or
sart or nodified in any respect at any time hereafter upon

thaz mntual censent in weltin; of tio narties hereto then existe

SECTIONN T \.'EOV""R.?IZZI DU LATIONS oD FCRACE l-.l. SURE

9.9l  This Agesement smll he subjleet to such
1333onab.e regulaticns as eash sarty may wale in order to coamply
wity appilectle reqguires wnts of the Covernment of the United
Foanes o Azmerica or of the Fedaral Baosublic of Gernany,‘ It
&ny party fails to do any act which 1t has agreed to do here=
undar bacause of observance of any law or of any suci Govern-
nental order, regulation, ruling or request and if such failure

iz nrotracted  nd ~aterial, any other narty may demand an equitable




) adjustmsnt of its rights and obligations hereunder to compensate*
for such failure and may terminate the Agreement for failure ot
consideration if legally entitled to do soj provided, however,
that no such law, order, regulation, ruling or request may ine
crease or extend, in any manner whatscever, the rights of any
party hereunder, or require any party to do any act which it haa;
not agreed to do hereunder, If the parties are unable to agree
on such adjustment or termination, the matter shall be submitted
to arbitration pursuant to Section XII, Any termination of this
Agreement for fallure of consideration as hereinabove conteme
plated shall be deemed to be a termination by the party under
Government=caused disability pursuaﬁt to subparagraphs (b) and
(e) of Seection 8,02,

9.02 Except as provided in Section 9,01 hereof,
the parties hereto shall not be responsible to each other for
delay in any undertaking made by this Agreement or for other
non-performance hereof if such delay or non-performance 1s caused
by strike, stoppage of’laborg_loék-out, or other laber trouble,
fire, flood, éccident, act of God or of the Government of the
United States of Azerica or of the Federal Republic of Germany,
or of the public enemy of either, or by any cause unavoidable
or beyond the control of an& party hereto,

S ONX -~ L DATION O

In the event of liguidation of Chemagro either as a
result of a legal decree or as a result of a decision of its
stockholders, all licenses on the patents, inventions, processes,

or other rights at any time granted or licenéed by any of the

21
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SECTIOnN = BEX% ON AITD COPIES

This Agresment shall be executed in quadruplicate,
each of which coples so exscuted by all four parties shall be
deemed an original and shall constitute one and the sams instrus
ment; and one of said éopies shall be delivered immediately to
éach of the other three parties by the party finally signing the

Agraeemaent,

Il VITNESS WHAEREOF, the parties have caused this
Agreenent to be executad by their respective representatives

thereunto duly authorized, as of the day and year first mentioned

 abovea,

ATTEST: . ' FARBENFABRIKEN BAYER AKTTENGESELLSCHAFT
By,

ATTZST: : CHEMAGRO CORPORATION

ATTEST: GEARY CHE:i{ICAL CORP.
By_

ATTEST: ‘ PITTSBURGH COKE & CHENICAL COMPANY
BY._

L




FPARBEIFPABRIKEN 3AYZR - GEARY CHEMICAL PITTSBURGH COKE AND
axtiengeselluchaft CORPORATION CH=ZMICAL CO, _

Leveriusen -~ Bayerwerk New York Pittesburegh

New York, February 1, 1956

Gentlemen:

‘The future expansion of Chemagro after the coming into force
as of iovember 1, 1955 of the contemporaneously-executéd ‘
agreement between Farbenfabriken Bayer iktiengesellschaft

- ("Bayer"), Chemagro Corporation ("Chemagro"), Geary Chemical
Corporation ("Geary"), and Pittsburgh Coke & Chemical Company
("Pittsburgh") will involve considerable investments for the
creation of new manufacturing and development (and, in due
course, formulation and research) facilities of our own for
agricultural chemicals. In additiop it will also requi}c nigher
operating {unds due to this expansion and the transfer of the
Pittsburgh Agricultural Chemical Company Division to Chemagro.
Tae presentlf foreseeable figance requirements of Chemegro
during tae perioc from November 1, 1955 to Cctober 31, 1958 ere
estimated «t approximately # 3.600.000,~ (Three ¥illion Six
Hundred Thousand Dollars). llence, we have agreed to make tais
anount zvaileble to Chemagro, in addition to its present capital
stock and surplus, us soon as possible after the approval of
these agreements by the German authorities, in the following
way: :

- e i

A. The sum of Cne 4illion Two Hundred Thousand (f 1.200.000,-)
Dollars is put up by




(1) Loans in the total amount of Six Hundred Thousand Dollars
(§ 600.000,-) to Chemagro, by Bayer in the amount of
mwo Hundred Thousand Dollars (g 200.000,-),

by Fitteburgch in the amount of Two liundred Thousand
Dollars (£ 200.000,~) and '

by Geary or one or more of the present stocknolders 'f
of Geary in the amount of Two Hundred Thousand Dollars
(g 200.000,-),

such loans being available to Chemagro until October 31,
1965.

(2) Additionel loans in the total amount of Six Hundred
r“ Thousand Dollars (¥ 600.000,-) to Chemagro,

by Bayer and Pittsburgh in equal amounts, such loans?
being available to Chemagro until October 31, 195€.

B. If Chemagro seeks to obtain additional capitai by offering
adiitional shares of its stock, the holders of Class A and
Class B stock of.Chemégro may exercise their preemptive rights
to purchase such stock at a price per share egual to the book
value thereof as of the close of the month preceding such
'purchase or the par value thereot, anichever is higher.
trovided, aowever, that all shares 80 purchased by Class A
stockiiolders skell be ot Class A ctock; and provided further -
that during the period from November 1, 1955 to October 31,
1958, inglusive, the amount of additional capital obtained
by tae sale oi additibnal shares of <Chemagro stock shall
not exceed 50 » of the total additional capital then re-
quired over and above the Z 1.200.000,- provided under
' paragraph A. and any Class 3 stock purc.hase_d by Class B
L stockholders shall be issued not only against payment of
" th- purchase price determined as aforesaid but also agsinst

-

E————— .
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c.

D.

4 w#ritten stateument of the purbhaser to make available

to Chemagro, at its request, loans up to an amount of

One liundred and Fifty (150) per cent of the purchase

nrice o2 the stock, said loans being in addition to any
loans provided by paragraph i. above or by any prior
purchases of any stock hereunder and available to Chemagro
until Octobdber 31, 1958,

The Board of Chemagro shall, upon thirty (3o0) days prior
written notice, first call up the loans zmentioned under .
4.(1), then the loans mentioned under A.(2) s2nd finally,
upon sixty (60) days prior written notice, the loans
mentioned under B. above, in accordance with Chemagro's
financial requirements and pro rata of the maximum obligat-
ions of the parties nereto provided in the respective

. paragraphs.,

Tie choice as between direct loans granted to Chemagry

by its stockholders or bank loans guaranteed by them shall
be made individually by Bayer z2nd Pittsburgh, but as a
group oy the participating stockholders of Geary. If any

" .loan is5 zade directly to Chemagro it shall be made against

Chemagro's promissory rotes. The rate of interest to be
paid by Chemagro for direct loans granted to it shall
correspond to the highest rate Chemagro has to pay for a
gimultaneous loan éuaranteed by one of the parties hereto.

1f, during the period from Novenmber 1, 1955 to Octoder 31,
1956, Theaagro's finance requirements should exceed the
amount of Three ikillion Six Hundred Thousand Dollars

(# 3.600.000,-), in addition to its present capital stock
and surplus, the parties hereto will consider making such
required additional funds available to Chemagro for the

above mentioned period in the manner outlired under 3. atove,




Atteat‘t? ' ﬂ.
il

i2, froc the viewpoint of financing Chemagro under the then
prevailing circumstances such manner appears to be feasibdble.
jiot more than fifty (50).per cent of any suca funds shall
be rupplied as equity capital.

Please notify & ot your agreement to these terms by
signing, with attestation, this letter an¢ the attached
three copies thereof. ’

Very truly yours,

jg;magao CORPORATION

| | FAR"NPABRI%%N BAYER
attest: AKYIENGESELLSCHAFT
HU0. IM, . ‘ S

-

Attest:

o fITTSBURGE COKE AND
. Attest: CHEMICAL COLTANY
;r . KIRKPATRICK Henry L. Hillman
secacrany President

‘ (i:%§5d§ CHEMICAL CORPORATION .

r— -

=t




_g_a_;_qgm CHEMICALS - MEROER WITH cax:uoao

.
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~

. e have been werking for over six months toward- transferring
our Agricultural Chemicals Divisiocnal activities to Chomngro'Corpﬁration.
Twis has been, for miny reas:ns, & very difficult and complex under=

taking. : ‘
oo , Although the arreement has not yet been actually signed,

Bayer - ;~proved 1: on. Januafy 3rd so that, subject to the German
government approval wnich is primarily a fbrﬂality, we ocan consider

hat 1t has been successf:lly accompliahed. . o,
In order to keep yo: informed of ths main provisions of the

tontract, I have‘aakod Mustard to sumuarize the contréct, primarily ,
rr01 a financial standpoint. ‘This summary is attached, édgétnsr with
& copy ‘of the centract, In order to keep thb'aummary falirly Br;er,
1t bas been iacossidle to mske a full exslanaticn in all tases. '
Would you, thersfors, please iat me know 1if ther; is any part of it
about which ycu voald like more information. ' _ '

ho tool that this obviously benefits Pitt-burgh .Coke
immediately from n t;nlncill stendpoint, dut alsoc feel that tas future
progpects ter Ch.ulgra corporaticn in the rapidly growing agr‘cal:dralf

chemicals f!,ld tgn o;oolloat.( . C oo

P

. | | ' . HJL.H.
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HEd, Muatart ”~'."L7"' ‘ | January 5, 1356

!IIIICIAL ASPICT’ & TRANSFER
OF AGRICULTURAL CEEMICALS
ACTIVITIES 70 CHENAGRO

Summary of
Agreement

Chemagro is preaently owncd‘one-third by Pittsburgh Coke,
one-third by Bayer, and one-third by Geary, and has been financially

successful in exploiting in this country certain unique ggricultural

chemical products developed by 3ayer. Prorit for the 195§mﬁ1
year, ended October 31, on net sales of $3,h30 000 was 3685,

before income taxes and $446,000 after taxes.

It 1s now Bayer's wish to concentrate their exploitation
of agricultural chemicals 1n.thil country throu;h the medium of
Chemagro, and, to this end, have agreed to give Chinagro the results’
of their technical"ork on~agricultﬁral chcnicall in Germany in

‘return for Pittsburgh Coke & Chemical Company's transforring %o

Bayer 1its prclont narkoting and sales organization.

-‘h.'g|;'.-nnt further provides tnat Pittsburgh, Bayer, and

’
[

t ge 2o,
"‘4'-.'.'-'
3

-chrv llll Cl‘h %nnn-tnird of ths equity interest in Chemagro Bbut

all be owned equally by Pittsburgh and Bayer.

Geary must bo por:ittnd at-the outset to maintain its equity inter-
est in Chemagro, because othorvilo a eontract with Schenley would
require that technical information and patent rights would have to

be given to the lattar. However, if Chemagro is successful in any

1119



5:.._ At g0k | - January 5, 1956
: ' Page 2

large measure, it is highly doubtful that Geary will be able to
maintain its relative equity position because of the capital that
will be required.
Effects on
Pittasburgh Coke's
Profit and Loss

_The loss of Pittsburgh Coks's Agriculturtl Cho!&ﬂtll Divi-

sion for 1355 exceeds $500,000, and, in spite of the brizht 10n¢~ttrn

" outlook for agricultural chemicals, particularly in viqv of the
‘Ethyl Package, 1t 1s doubtful that the loss in 1356 and 1957 would
be any smaller. It, thcrcréra, seems that we are undoubtedly
improving the profit of -Pittaburgh Coke to the extent of $5G0,000 per
year before taxes by transferring the Agriéultural Chemical gctivitie;

to Chemagro.

In ldditibn, two-thirds of this loss would. be bcrne by
thu equity 1ntorilt of the other two partners and only one-third
The 1?55 profit of Chesagro in the amount of

is sufficient to bear the $500,000 loss that
§ even if no further prcrifablc products were to

be providod to ChOIngro by’ B;yor and even if nothing profitable were

| to come out of the Ethyl Research Package. Alsc, Chemagro will have
: the

at least the difference between its current profit and/loss which

Pittaburgh Coke is transferring, to spend if desired in researching

the Ethyl chemical compounds.

V1120



Eenry L. Hillman

:’?. Page 3
Bffect on
Pittaburgh Coke's
Cash

In addition to the highly desirable effect on Pittsburgh
Coke's profit and loss staiencnt, the cash position of Pittsburgh
Coke will be highly benefited by the transfer to~¢h¢lasro before
October 31, 1356 of all the Agricultural Ghemicals' rinisnod goods

snventories and the sale during 1556 either to Chemagro og;

[ et VI

of technical inventories. The cash effect of these transSiFs snd
. : X E

sales relative to peak amounts invested therein during th&%}oar

p. .

::‘_,'b?f s ewe

1555 is as shown below: | ' :

- Highest 1nvantor? carried during 1355 = $4,20¢,000

lLess: Inventories required to
manufagture phosphate
insecticides for Chemagro
during 1356 and aceounts

Cogrte e w0

g .-
*

 receivable o 185,0C0. $4,018,0C%
Highest accounts receivable during 19585 1,268,

" Repayment of loan to Chemagro | 20¢

2% Y e RIS
S3% SIHY TN i

R L b 2 ek
o ol b
TERELERS T
Net cash benefit to Pittaburgh Coke
relative to highest 1555 investment
in Agricultural Chemicals Division's
current assets 3 $4,883,

LA
.

“h-—

'.‘_- X *':f'.- . ~ . us J\::J
s Py R | iil—-ll-—
$§ 6C0,7C
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Heary L. Hillman
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Pinancing of
New Chemazra

Page &

January 5, 1956

Taking into ccnsideration the lesser number of agri-

eultural chemical products that Chemagro will market, additional

capital which Chemagro will require for 1356 i1s conservatively

eatimated to be 33,600,000.

The agreement ror providing this cagital providls that

it will be made avallable by the three partners as rollou(i

Permanent Capital

‘.

-

Temporary e ’
Loans or - Total
10 Year ' Guaranteed Capital to
4 Loans Stoeck Total Bank lLocans Dbe provided
Pittsburgh - . - :

Coke $2CC, 00 $ 400,00C $§ 600,000 $ 900,000 $1,5CC,0CC
Bayer 20C, 000 hoo 000 600 000 900,000 1,50C,2C0
Geary 200,000 hooLuoo , 600 200 -- 60C,CLC
'rota..l' iSOOIOOO gllzoo‘ooo !1‘800‘000 ‘ glieoo'oco - !méoo,oco

It 1is to be noted from the above that for each dollar of permanent

.I.
&

Lnnediatc dilution'of its equity ownership.

1 and Bayer are putting up one and one-half
3 temporary loan or guaranteed bank loan. It
‘io to do this in order to protect Geary fronm

The agreerment so to do

runs, however, for only three years ending October 31, 1358, after

which Pittsburgh and Bayer will be free to buy sdditional stock if

desired without the necessity of providing temporary loans. It is

obviocus from what we know of the finances of the owners of Geary

.
. . K
L

Yo,

(,11!‘!'



Henry 1. Hillman
) January 5, 1956

Page 5

that if the Company 1is highly successful and develops into &
panufacturer of chemicals rather than cemaining & trading organiza-
tion, they will pe unable O maintain thelr present proportionate
equity interest in Chemagro.

gummary of

Advantages to
Pittsburgh Ccke

1. Improves prorit.before taxes by $500,C00; reduces

actual lons,through yransfer of two-thirds of the $50C,00C to the

other partners, by $333,333.

5. Increases cash during pericds of highest:agriculturgl‘

cheniicals activity by #h:833:°°°-

3. Makes avallable to ChemazTo & gZreater number of
' :-chniegl 3ayer agricultural chemical products which have proved

hishiy profitable in the past.

4, Provides 8 method of financing the research on the
lsrieulturtl chcnicgl products included in the Ethyl Package through

the uge of profits made On Bayer products presently being scld By

O—"

Chema gro .

HRR:4bs
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" PITTSBURGH COKE & CHEMICAL COMPANY, A
PENNSYLVANIA CORPORATION: BEFORE AND
AFTER NEW CHEMAGRO BECAME ACTIVE

IN APRIL OF 1956

Pre 4/1/56

Basic Group

== Coke and Iron Division
~- Cement Division
~-- Neville Concrete Division

Chemicals Group

-= Activated Carbon Division

-= Fine Chemicals Division

-=- Industrial Chemicals Division
-~ Protective Coatings Division

== Agricultural Chemicals Division

-.Wholly Owned Subsidiaries

== Green Bag Cement Co., Inc.
-- Neville Concrete Pipe Company
-- Neville Island Land Company
-- Pittsburgh and Ohio Valley
- Railway Co.
-~ Pittsburgh Chemical Sales Corp.
-~ Great Lakes Steamship Company, Inc.
-=- Pittsburgh Agricultural Chemical
Company [Inactive]

/see details of changes made on following two charts.

Post 4/1/56

Unchanged
Unchanged
Unchanged

Unchanged
Unchanged
Unchanged
Unchanged

Modified Somewhat?

Unchanged
Unchanged
Unchanged

Unchanged
Unchanged
Unchanged

Unchanged



THE EFFECTS OF THE CREATION OF NEW
CHEMAGRO ON THE AGRICULTURAL CHEMICALS
DIVISION OF THE PITTSBURGH COKE &
CHEMICAL COMPANY

TRANSFERS OF BUSINESS ASSETS,
OPERATIONS, PERSONNEL, ETC. FROM THE AG.
CHEM. DIVISION TO NEW CHEMAGRO IN THE
SPRING OF 1956

Assets, Operations,
Personnel, etc. of

Ag. Chem. Division | New Chemagro
1. Real Property : None
2. Manufacturing Plants (N=6)¥ None
3. Personnel: ' ;
~— Sales Force Employees (N=21) N=18
-- Technical Employees (N=23)% N=11
-- Business Managers (N=3) N=2
-=- Business staff (N=10) None
-- Engineers (N=10) None
—-- Production Managers (N=21) None
—-- Production Operators (N=61) ‘None
[-- Total Personnel (N=149) N=31]
4. Inventory Some¥/

¥These plants included a 2,4 D Acid Plant, a 2,4 :
Dichlorophenol Plant, a 2,4,5 Trichlorophenol Plant, a BHC Plant,
a Formulation (liquids, wettable powders and dust) Plant and a
Phosphate Insecticide Plant.

ZTechnical Employees include Biologists and Chemists.

¥some of the inventory which the Ag. Chem. Division had on
hand in the Spring of 1956 was consigned to the New Chemagro.



THE EFFECTS OF THE CREATION OF NEW
CHEMAGRO ON THE AGRICULTURAL CHEMICALS
DIVISION OF THE PITTSBURGH COKE &

CHEMICAL COMPANY

PERCENTAGES OF THE BUSINESS ASSETS,
OPERATIONS, PERSONNEL, ETC. OF ITS
AGRICULTURAL CHEMICALS DIVISION NOT
TRANSFERRED BY PITTSBURGH COKE &
CHEMICAL COMPANY TO THE NEW CHEMAGRO IN

THE SPRING OF 1956

Assets, Operations,
Personnel, Etc. of

Ag. Chem. Division

1. Real Property

2. Manufacturing Plants (6 of 6)

3. Personnel:

-- Sales Force Employees (3 of 21)
== Technical Employees (12 of 23)

-- Business Managers (1 of 3)

-- Business Staff (10 of 10)

-- Engineers (10 of 10)

== Production Managers (21 of 21)

== Production Operators (61 of 61)
[-- Total Personnel (118 of 149)

4. 'Inventory

% Retained by
Ag. Chem. Division

100%

100%

14%
52%
33%
100%
100%
100%
100%
79%

————l/

¥The amount of its total inventory which was retained by
the Ag. Chem. Division is not known. Some of the inventory which
the Ag. Chem. Division had on hand in the Spring of 1956 was

consigned to the New Chemagro.



NEWS RELEASE
Chemagro Corporation
FOR RELEASE APRIL 5, 1956

FARBENFABRIKEN BAYER AND PITTSBURGH COKE

POOL AGRICULTURAL CHEMICAL RESOURCES
IN CHEMAGRO CORPORATION

Farbenfabriken Bayer A.G., Leverkusen, Germany, and Pittsburgh Coke &
Chemical Company, Pittsburgh, Pa., have announced the consolidation of
their respective agricultural chemical activities in the United States and

Canada in Chemagro Corporation, New York, N.Y..

Chemagro thus becomes almost unique in éonbining cozplete manufactur-
ing, research and sales facilities for the sole and exclusive purpose of

serving the fast-growing agricultural chemicals industry.

Farbenfabriken Bayer is one .of the world's largest and most successful

orgenizations in the development and manufacture of agricultural chemicals.

The company has developed such important farm chemicals as Parathion

insecticide, Systox systemic insecticide, and Dipterex bait-type fly kiiler.

Pittsburgh Coke & Chemical entered the agricultural chemicals field in
the late 1940's. With integrated mﬁfacturing facilities and a nation-
wide sales organiza:lgion, the company's Agricultural Chemicels Division
established the "Pittsburgh" name as an important factor in the agricul-

tural chemicals industry.

Chemagro Corporation was established in 1950 to introduce Farbenfabriken
Bayer's new agricultural chemical products to the rapidly growing U.S. farz
market. Pittsburgh Coke acted as the principal manufacturing source fer

Chemagrc and also marketed several of its products.

R
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The ooﬁplete integration of the two companies' respective agricultural
chemical activities now enables Chemagro to operate as an autonomous

organization with complete control of its owﬁ.manufacturing, research and

marketing facilities.

George W. Hill, Jr. will continue as President of Chemagro Corporation.

Herbert F. Tomasek will serve as Vice President, and w. Scott James will be

Assistant to the President.

Director of Manufecturing will be Dr. Robert C. Scott. Sites for the

company's first manufacfuring plant are now under study.

Dr. Rosmarie von Rumker has been appointed Director of Research.
Gordon M. Williams will serve as Assistant Director of Research. Formerly
associated with Farbenfabriken Bayer, Dr. von Rumker is thoroughly familiar

with that company's highly developed technigues in research and product

development.

Chemagro's new Sales'Department will be directed by Hugh H. Swink and

B. Thomas Snipes, who will serve as Director and Associate Director,

respectively.

Pittsburgh Coke's Agricultural Chemicals Sales and Research staffs

will bve integrated with the Chemagro Sales and Research Depertments.

Released by: W. S. Walker Advertising, Inc.
Oliver Building, Mellon Square
Pittsburgh 22, Pennsylvania

A .
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MEMORANDUM

i,Togj Henry L. Hillman ' B AP)_ .
From: E. R. Mustard - or
 Subject: CHEMAGRO CORPORATION December 17, 1553
. I.
History

During 1943, a small group of iadividuals, who were the owners
| of Geary Chemical Corp., aporoached PC&C with the idea of the latter
manufacturing phosphate insecticides, the rights to which had been
obcained by Geary from Farbenfabriken Bayer Aktiengesellschaft of
Leverkﬁsen, Germany.
Pursuant to negotiations, it was agreed that a new company
would be formed with Geary and PC&C each owAing $lO0,00C worth of capl-
tal stock and PC&C would build a phosphate insecticide plant to manu- '

facture for the new company. Although Bayer was to get royalties on

_ gales of products, they did not originally have a financial interest,

which, 1in 1953, they began to push for. PC&C and Geary decided that
it would be to thelr advantage if Bayer did have a financial interest

_in Chemagro because they would have more of an incentive to turn over

product know-how to that company. Consequently, as of November 1, 1053,

at a time when Chemagro had a deficit, a one-third interest in Chemagro

was sold to Bayer for $100,000.
Subsequently, during the year 13955, studies indicated that

greater profits could be realized if ?Qégié_naiinna;_eglgs orbanization
e
and inventories of agricultural chemicals were combined with the red

tion and technical know-how of Bayer in a new compa&z’iaigg_gageg Chemagre
R

Corporation). This combination was made effective November 1, 1955, and

thereafter the new company has peen consistently profitable, as opposed

to the operations of PC&C'S Agricultural Chemicals Division prior there-

to. ) A " YR
E_‘ . VKO
e, :

. ACTIVATED CARBONS - MEVILLE PIG 1RON

COAL CHEMICALS - NEVILLE COXK - PROTECTIVE COATINGS
FINE CHEMICALS - PLAST!CIZIII

GRECEN BAG CEMENT . AGRICULTURAL CHEMICALS



Henry L. Hillman Decemper 17, 1358
Page 2

In 1957, construction was started on a new plant for the manu-
facture of various unique insecticides, fungicides, and defoliants in
Kansas City. As of now, this new plant, to cost about $3, 800, OOO is

substantially complete.

II.
Profits

Profit and loss after taxes since inception is shown below:

- 0ld Chemazro
Fiscal years ending October 31:

1950 g $ 53,000
1951 185,000
1952 82,000
1953 uzs 000
1954 ( 183 000 )
1955 446,000
.:New Chema§ro ‘
T Iscal years ending October 31:
195 . 447,000
1957 587,000
1958 147,000

The principal reasons for the sharply reduced profits in fiscal
1958 were very poor weather conditioﬁs 1n.the spring and early summer,
very heavy start-up expenses in connection with the new Kansas 01ty‘plan:
a certain amount of price-cutting in Parathion, and the ‘fact that Co-Ral
sales (outstanding product for elimination of grubs on cattle) are made
mainly in late fall after the end of Chemagro's October 31 fiscal year.

A forecast of Chemagro's profits for the next five years is

- attached. .
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III.
Financing'

At the time the new Chemagro was formed, as of November 1,
'_1955, PC&C, Bayer, and Geary had each invested $100,000 in the old -
compeny. At this time, in order to make sufficient capital avallable
to run the much larger company, 1t}was agreed that each of the three
_partners would lend the new company $200,000 to October 31, 1965, and
additional loans in the amount of $300,000 each would be made by Bayer
and Pittsburgh until October 31, 1958; Ih additioﬁ the agreement pfo-
“vided that if additional equity capitai were obtained by Chemagro from
' the partners, PC&C and Bayer would each have to provide loans to

- Qetober 31, 1958, equal to 150% of their equity purchases.

In 1957 and 1958, PC&C and Bayer each purchased approximately
- $1,150,000 of additional Chemagro gstock, thus bringing ownership of
the company to 40% each. Therefore, pursuant to this agreement, PC&C
for'tne fiscal year ending October 31, 1958 was required, and did,
make available to Chemagro by means of loans guaranteed at Chemical
41,850,000, of which $200,000 must be made available until 1965 and
$1,650,000 1is presently no lcggef required to be made availab;e under

the agreement.
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Cash requirements for the coming year, which peak at $4,750,0CC
in May 1959, and are reduced to $750,000 in October 1959, are shown on
the attached estimated borrowing schedule,

It appears {rom the seasonal nature of this borrowing require-
ment that Chemagro is an jdeal company to finance with bank loans,
except for the fact that the capitalization is thin compared to thé
peak requirements and its working capital is only $1, 500 000. Because
K of this, it is believed that PCXC and Bayer. should continue to make
avallable for 1959 by means of guaranteed loans (or direct loans in
the case of Bayer) the $3,700,000'($1,850,000'each) wnich they made
.available in 1958. The additional amouht required during the peak
~period of say, $1,050,000, could tnen be obtained on an unguaranteed
basis. At the end of the 1953 fisca; year, it is conceivable that if
PC&C and Bayer wére to purchase $750,000 each of additional stock or
subordinated debentures, a bank would be willing to handle Chemagro's
‘porrowing requirements on an unguaranteed basis. In any event the
amCunt then obtainable on an unguafanteed basis should be markedly
greater. ToO show this, as well as the flow of ca;h to Chemagro over the
next five years, a schedule of monies available to reduce Chemagro's-
indebtedness 1s attached. This schedule is based on the five-year
rorecast of profits also attached.

A 3Salance Sheet of Chemagro for 1ts 1958 fiscal year just ended

is appended.
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Iv.

Belations with Bayer

Our relations with Bayer have always been excellent and they
have provided Chemagro with many profitable unique products which we
could not have done. Inasmuch as we each own one half of the voting
stock and at least one board member from each company must vote in
favor of any proposal, we have complete veto power over any actlon

to ‘be taken by Chemagro. Vie are convinced that Bayer 13 very hazpy

. with 1ts investment in Chemagro and it wishes to use that company as

1ts means of penetrating the United States' agricultural chemicals

market.

As to direct ioans made by Bayer to Chemagro, which are equal
to the guarantees of Chemagro's notes which PC%C is making, thils situa-
tion is temporary and.has no real significance. It 1s understood that
"gayforin," which is Bayer's western hemisphere investment company,
now has excess funds available which it desires to use. However, 1t

43 also our understanding that in the spring of 1959 these funds will

no longer Be available and Bayer will guarantee bank lcans for Chemazro,

the same as PC&C 1is doing.

dbs t for " rNe veay
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Agricultural Chemicals
1947 Pittsburgh Coke & Chemical Company (PC&C) constructed

its first agricultural chemical plants. Products
included antu, 2,4-D and DNOC.

1948 PC&C formed Pittsburgh Agricultural Chemical Company
(PAC) to market its agricultural chemicals. This was
a shell corporation. Actual marketing was by the
Pittsburgh Agricultural Chemical Division of PCscC.

1949 A small plant for the production of Parathion was
constructed. This was done by arrangement with
Geary Chemical Corp. (Geary) which held a license
for Parathion from Farbenfabriken Bayer (Bayer).

1950 Chemagro Corporation (Chemagro) was organized by
' PC&C and Geary to develop the United States market

for organic phosphate insecticides licensed to
Geary by Bayer. cChemagro was purely a marketing
organization selling to a few relatively large
accounts (including the PAC Division of PC&C). PC&C
constructed a larger plant for the production of ’
improved organic phosphate insecticides of the
Parathion type to be marketed as Metacide. The
Plant was operated by PC&C and the cost was amortized.
to Chemagro over a period of 3 years. v

1952 PC&C started producing the systemic insecticide
Systox for Chemagro under a Bayer license to Geary.

1953 Bayer became a 1/3 owner of Chemagro by the sale of
additional shares.

1955 PC&C and Bayer agreed to concentrate their agricultural
chemical business in North America through the medium
of Chemagro by merging the PAC Division of PC&C (the
sales organization) into Chemagro, with Bayer making
all of its agricultural chemical products available
to Chemagro and with Chemagro having its own production
facilities. _
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1956

1965

1967

1971

-2~

Agricultural chemicals

. Chemagro was merged into Geary, which then changed

its name to Chemagro Corporation. In the merger

PC&C and Bayer each owned 5,000 shares of voting

stock and the former Geary shareholders individually
owned an aggregate of 5,000 shares of non-voting

stock. At the time of the merger PC&C sold the
inventory of its PAC Division to Chemagro. Subsequent
to the merger, in 1956 Chemagro started construction

of production facilities and research-and administrative

offices in Kansas City.

PC&C transferred its capital stock investment in

- Chemagro to The Neville Island Company (NI), a newly

formed and wholly owned subsidiary. (The intention
was. to eventually dispose of part of the investment

in Chemagro.)

NI sold its investment in Chemagro to Bayer for 410,120
Bayer shares which could only be sold outside the

United States. -

- All of the Bayer shares were sold in West Germany.
H
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Chemical Operations
(other than Agrlcultural Chemlcals)

Pittsburgh Coke & Chemical Company (Pc&c) transferred
its three chemical divisions (activated carbon,
protective coatings and industrial chemicals) to
Pittsburgh Chemical Company (PC Co.), a newly formed
and wholly owned subsidiary.

PC Co. and standard 0il of Indiana formed Oxo
Chemicals Corporation (Oxo), 50% owned by each, to
build an oxo alcochol plant at Haverhill, Ohio.

A new activated carbon plant was constructed at
Catlettsbu:g, Ky., (and subsequently enlarged).

A 25% interest in PC Co. was sold to United States
Steel Corporation (USS) by PCsC.

PC Co. sold the assets of its protectzve coatings and
industrial chemicals divisions and its capital stock
investment in Oxo to USS, at which time PC Co. changed
its name to Pittsburgh Activated Carbon Company

(PAC Co.).

PC&C exercised its option to purchase 5% of the 25%

interest of USS in PAC Co.

PCS&C exercised its option to purchase the USS 20%
minority interest in PAC Co. and subsequently exchanged
its 100% interest in PAC Co. for a 1/3 interest in
Calgon Corporation. ,



The Evolution of Pittsburgh Coke

1955 Pittsburgh Coke and Chemical Company, a
Pennsylvania corporation, was a large
diversified corporation with many internal
divisions and wholly-owned subsidiaries.

1970 Pittsburgh Coke and Chemical Company, a
Pennsylvania corporation, was merged into
Pittsburgh Coke and Chemical Company, a
Delaware corporation. '

1972 Pittsburgh Coke and Chemical Company, a
Delaware corporation, was merged into
Pittsburgh-Wilmington, Inc??’g\nelaware
corporation and wholly-owned subsidiary of
The Hillman Company.

1972 Pittsburgh-wilmington, Inc., a Delaware
corporation, changed its name to Wilmington
Securities, Inc., a Delaware corporation, and
wholly-owned subsidiary of The Hillman
Company.

1992 Wilmington Securities, Inc. is an ongoing
concern which has appeared as a Third-Party

Defendant in the Levin v. Parr Richmond
litigation.



